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Tue Srncer Company, 


Defendant-Appellant. 


BRIEF OF APPELLEE 


Questions Presented 


1. Were the District Court’s findings as to 
(a) Intent of the parties 
(b) The perfectibility of the Perma device 
(c) Damages 
so Jacking in evidentiary support as to be clearly erroneous? 


2. Were the District Court’s evidentiary rulings of 
which appellant complains so erroneous as to amount to an 
abuse of discretion requiring reversal or remand? 


Plaintiff-appellee respecifully submits that both ques- 
tions should be answered in tke negative. 
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. Statement of the Case 


Preliminary Statement 


This is an appeal by defendant, The Singer Company 
(‘‘Singer’’), in a diversity action for breach of contract 
from a decision (unreported) of the United States District 
Court for the Southern District of New York (Duffy, J.) 
and the judgn.ent entered thereon on June 3, 1975, as 
amended June 16, 1975 (R. 132, 136, 142)! after trial without 
a jury, and from the decision and order of the Honorable 
Lloyd F. MacMahon, United States District Judge for the 
Southern District of New York, which denied one of de- 
fendant’s several pre-trial motions for summary judgment 
(R. 61), 308 F.Supp. 748 (1970). 


Singe: ‘« appeal represents the latest stage in the ten- 
year hisiovy of this tigation. It follows three separate 
Singer motions for summary judgment, in which Singer 
contended that there were no triable issues of fact, a trial 
which spanned a period of 8 months, an enormous record 
wh :h includes a trial transcript in excess of 8,000 pages, 
several hundred exhibits, and several thousand additional 
pages. There is no federal question nor is there any sig- 


1. Citations to designated portions of the Record on Appeal other 
than the Opinion of Judge Duffy, the trial transcript, and exhibits 
will be preceded by “R.” and located in Volume I of the Joint Ap- 
pendix. Citaiions to Judge Duffy's Opinion, located in Volume I of 
the Joint Appendix, will be preceded by “Op.”. Citations to desig- 
nated portions of the trial transcript, located in Volumes II-[V of 
the Joint Appendix, will be preceded by “Tr.”. Citations to desig- 
nated plaintiff's exhibits, located in Volumes I-III of the Exhibit 
Binder, will be preceded by “PX”. Citations to designated defend 
ant’s exhibits, defendant's exhibits for identification, and Court’s ex- 
hibits, located in Volume III of the Exhibit Binder, will be preceded 
respectively by “DX”, “DX for id.”, and “Ct.X”. Since many ex- 
hibits do not have serially numbered pages, all exhibit pages, regard 
less of inter al pagination, have been numbered consecutively le 
ginning with me first page of the exhibit. Citations to exhibit pages 
will be in accordance with this numbering. Singer’s brief is cited 
ast SR orate 


2. Plaintiff-appellee is not pursuing its cross appeal filed July 2 


1975, from a portion of the District Court's 


computation of the 
amount of damages awarded. 
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nificant question of law raised on this appeal or for that 
matter involved in this case. Singer essentially quarrels 
with certain of the District Court’s findings of fact, its 
computation of damages, certain evidentiary rulings and 
its determinations as to the credibility of witnesses, includ- 
ing the parties’ respective expert witnesses. 


The District Court awarded damages in the amount of 
$5,333,423.94 with interest in the amount of $1,564,873.43 
(R. 142), and costs amounting to $20,728.00 (R. 1438). The 
judgment is based on clearly subsisntiated findings by the 
trial court that Singer breached its contractual obligation 
to use its best efforts to perfect, manufacture and market 
ar automotive anti-skid device (Op. 4, 40) covered by pat- 
ents assigned to Singer in December, 1964,’ by Perma, a 
‘financially distressed’? company with a ‘‘negati e balance 
sheet’? (Op. 15). The trial judge further found that the 
evidence adduced at trial ‘‘totally demolishes’’ Singer’s 
counterclaim and affirmative defense (Op. 16), and that 
‘‘both the counterclaim and affirmative defense raised by 
Singer are sham’’ (Op. 18). He further found that much 
of what Singer did before aban‘oning the contract ‘‘was 
merely a charade staged in contemplation of the possibility 
of litigation’’ (Op. 28); and that certain issues raised by 
Singer ‘‘were really a smoke-screen to needlessly delay the 
resolution of this litigation and to harass the plaintiff and 
this Court’’ (Op. 37-38). Singer does not complain uf these 
findings on this appeal. 


The findings of fact, evidentiary rulings and computa- 
tions of damages of which Singer does complain are all 
amply supported by substantial evidence and in no event 
meet the test of being clearly erroneous. They have been 
clearly established by plaintiff after ten years of litigation 
and eight months of trial in a case which, as the District 
Court has said, ‘‘has had a long and tortured history’’ 


(Op. 1). 


3. Singer at or about the time of the December, 1964, contract 
was a company with almost a billion doilars of annual sales (Op. 6), 
$844 1nillion of assets (PX 144 at 4, 30), 15 research and develop- 
ment laboratories. It employed 2,200 scientists, engineers and tech- 
nicians, and had net earnings of $44 million a year (Op. 19, 20) 


Prior Proceedings 


Pursuant to a contract dated December 21, 1964 (the 
‘‘December contract’’), Singer acquired the patent rights 
in the anti-skid device invented by Perma’s president, 
Frank Perrino. It agreed, among other things, to pay roy 
alties to Perma for ten years on sales of the device and an 
advance against future royalties. The written contract, 
drafted by Singer’s attorneys, failed to specify precisely 
what steps the parties intended Singer to take to bring the 
product to market, although a ‘‘technical services contract’’ 
executed on the same day made clear that further engineer- 
ing work was contemplated (Op. 19). 


On Singer’s first motion for summary judgment, the 
District Court (Bryan, J.) held that the December contract 
(there having previously been an earlier contract entered 
into between the parties on June 18, 1964 (the ‘‘ June con- 
tract’’) [see pp. 10-11, mfra]), imposed upon Singer an 
obligation to use its ‘‘best efforts to manufacture and mar- 


ket’’ the device, and that the complaint stated a cause of 
action for breach of that obligation (R. 18), aff’d, 410 ¥.2d 
572 (2d Cir. 1969). Singer moved for reargument of Judge 
Bryan’s determination contending that its only duty was 
to market and promote the product beginning in 1966 and 
that it was therefore catitled to abandon the contract in 
1965. 


After Judge Bryan adhered to his original decision on 
reargument (R. 28), Singer again moved for sammary 
judgment and, as Judge MacMahon noted, ‘‘Singer made 
the precise arguments, cited the same authorities, and pre- 
sented the identical facts now urged on this second attempt 
for summary judgment in its favor.’’ R. 61; 308 F.Supp. at 
743, 745, 746 (S.D.N.Y. 1970). Nonetheless, Judge Mac- 
Mahon considered anew the substance of Singer’s motion 
and denied it, holding that, in his view, Singer’s duty to use 
its best efforts to manufacture and market the device in 


5 


light of the circumstances meant that Singer was required 
to ‘‘continue to collaborate with Perma for a reasonable 
length of time in a good faith effort to resolve the problems 
then preventing marketing of the product.’’ 308 F.Supp. at 
748. Accordingly, he defined the following as the principal 
issu@for trial: ‘‘Did Singer use its best efforts for a rea- 
sonable time in collalo: .tion with Perma to perfect the 
product’’ in order te be in a position to market it? 308 F. 
Surp. at 749' Thereafter Singer, in the course of proceed- 
ings in connection with the fashioning of a pre-trial order, 
aavanced the same arguinent before Hon. Edward C. Me- 
Lean, who ‘ollowed Judge MacMahon by similarly defining 
the issuc . »r trial (R. 53). 


With characteristic tenacity, Singer argued this ques- 
tion again to Hon. Kevin T. Duffy, to whom the case was 
assigned after Judge McLean’s death. He independently 
reached the same conclusion as Judges MacMahon and 
McLean, and signed a pre-trial order to that effect (R. 
102 at 1). Nevertheless, at trial, Judge Duffy ‘‘per- 
mitted [Singer] extraordinary latitude ... to prove all 
that it could and to make any argument it wished’’ (Op. 4) 
no! only on the issue of whether Singer used its best efforts 
but also whether it was obligated so to do under the con- 
tract. 


Singer accordingly devoted a major portion of its case 
to evidence, including evidence of ‘‘questionable probative 
value’’ (Op. 4), intended to support its construction of the 
contract as not imposing the obligation here sued upon. 
This is a principal thrust of its argument on appeal (S. Br. 


4, Singer then moved for sic:mmary judgment a third time, con- 
tending that the complaint should be dismissed because Singer had 
been induced to enter the December contract by Perma’s alleged mis- 
representation that its device was fail-safe. This motion was denied 
by Hon. Charles M. Metzner holding “it is perfectly obvious from the 
record and the prior opinions that defendant could not have been 
under any delusion that the product was fail-safe... .” (R. 69 at 4) 
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15-31). Alternatively, Singer argued below and maintains 
on appeal that as a matter of fact it was justified in aban- 
doning the device since it was not ‘‘nerfectible’’ in that 
it could not be made to satisfy Singer’s subjective and self- 
serving standard of ‘‘absolute fail-safety,’’ a standard 
which the trial judge found ‘‘was... an impossible stand- 
ard’’ enunciated by a Singer offic! J who arbitrarily deter- 


mined ‘‘to get rid of the Project » e very first day he 


saw it’? (Op. 27). See also Op. 36-% txtensive testimony 

including extensive expert testimony was offered by both 

on the issue of the perfectibility of the device. 

jal court found ‘‘that Singer gave inadequate funding 

entire program and staffed it with inept and inex- 

| need people who were unable to even understand the 

problems, much less co} vith them’? (Op. 22), that Singer 

did not use its best efforts to perfect the device despite its 

obligation to do so (Op. 40), and that the device ‘‘was per- 
fectible and could have bee: marketed’’ (Op. 44). 


The District Court awarded damages based on applying 
the royalty provisions of the December contract to Singer’s 
own projections of sales volume during the term (Op. 50- 
58). 


Statement of Facts 


Singer’s Statement of Facts (S. Br. 2-14) omits, oad 
in some instances affirmatively misstates, facts in the ree- 
ord which support the trial court’s findings, in four critical 
areas: (A.) What Singer knew about the nature and char- 
acteristics of the Perma anti-skid device before entering 
into a contract with Perma on December 21, 1964 (S. Br. 
6-8): (B.) The contemporaneous expectations in Dece.nber, 
1964 of the contracting parties concerning what remained 
to be done before the device would be ready for market (S. 
mr. 8-.>: (C.) What actually remained to be done as of 
December, 1964, specifically including the alleged need for 
‘‘redesign’’ and the real reason Singer abandoned the 
contract (S. Br. 9-11, 13-14); and (D.) Perma’s damages 
(S. Br. 11-12). This Statement of Facts is therefcre 
necessary to correct and supplement Singer’s inaccu:ate 
and incomplete presentation of these points. We, of 
course, do not attempt to rehearse all the evidence de- 
veloped in the course of the cight month trial and reflected 
in the 8,000 page transeript and more than 300 exhibits 


A. What Singer Knew About the Nature and Char- 
acteristics of the Perma Anti-Skid Device Before 
Entering Into the December Contract 


Summary 


Perma held patents for its anti-skid device (Op.. 12; 
PX 8-13, 150) and struggled on its own lueager resources 
to have it manufactured and marketed until January, 1964, 
when Singer’s representatives witnessed a demonstration 
in Canada and initiated negotiations to obtain the manu- 
facturing rights thereto (PX 14, 15; Tr. 182, 984-87). 
™hese negotiations led inivially to a contract between Per- 
ma and Singer dated June 18, 1964 (the ‘‘ June contract’’). 
Pursuant to that contract, Perma retained its patent rights 


but granted Singer an exclusive license to manufacture 


anti-skid units incorporating the concepts described in 
Perma’s patents (PX 35), After Singer encountered nu- 
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merous design and engineering problems with the mass- 
produced hardware of the anti-skid device (discussed in 
detail below at pp. 11-15), and further negotiations between 
the parties, the June contract was superseded on December 
21, 1964, by the contract (the ‘‘ December contract’’) which 
is the subject of this appeal (PX 60A, §7 at 12). 


Events Leading to the Initial Contract of June, 1964 


In discussing the communications between the parties 
which preceded the June contract ger mentions only 
certain representations made by Perma at a February, 
1964, meeting and subsequent pre-June meetings as to the 
‘fail-safe feature’’ of the Perma device and its state of 
‘*nerfection’’ (S. Br. 6).° 


At the February meeting, Singer representatives, in- 
cluding Robert Kloby,® whom Singer later placed in charge 
of the Perma project (PX 63; Tr. 6158-60), visited Perma’s 
facilit es at North Attleboro, Massachusetts, and witnessed 
a more elaborate demonstration of the project, which Judge 
Duffy summarized as follows: 


‘‘First a Perma employee drove a car equipped with 
the anti-skid device on a test track behind the Perma 
offices. Then the representatives of Singer were given 
a demonstration ride ix a car equipped with a Perma 
anti-ckid device over country roads. A number of 
stops were mad. under panie conditions. Some of 
these were made while the car was driven with two 
wheels on dry road and the other two on the wet, snow- 
covered shoulder.’’ (Op. 10; see Tr. 303-05, 2131-32, 
6003-06). 


At the meeting following the demonstration, copies of a 
‘‘glowing report’? in tabloid newspaper form concerning 


5. Singer discusses these representations as though it were the 
June contract that is the subject of this suit. However, there was a 
complete novation between the parties when they entered the De- 
cember contract (PX 60A, §7 at 12; S. Br. 8). 


6. Those present also included E. Sprague, chief engineer of 
Singer’s Elizabeth, New Jersey, factory, and C. Morris, assistant gen- 
eral manager of the factory before and general manager after May 
(Tr. 287-88, 5925-26, 5934, 6002). 


9 


results of prior tests of the Perma device were furnished 
(Op. 8; PX 19; Tr. 5937, 6008-09),7 as was a Singer 
brochure which was ‘‘boastful about the engineering and 
quality control expertise of Singer’’ (Op. 10; PX 18A at 25- 
26; Tr. 290-91, 2138). Immediately thereafter in February, 
1964, Perma furnished Singer with ‘‘a set of plans and 
specifications, three anti-skid controls and a cutaway 
[model] of the device’? and Singer manageme ¢ commis- 
sioned a study of the patents (Op. 10; PX 17, 22; Tr. 310-11, 
5945). Before the June contract, although Perma con- 
cededly engaged in a certain amount of ‘‘puffing’’ as to 
the nature and characteristics of the device (Op. 9), Per- 
rino candidly disclosed to Singer a number of pre‘lems 
that Perma was then encountering in the cours he 
conversion of the product from prototype to mas ‘d 
hardware by Worcester Stamped Metal Co. (Tr. , #l- 
54),® and Singer’s engineers became aware of the inade- 
quacy, incompleteness and contradictory nature of the man- 
ufacturing and testing specifications supplied by Perma 
(Tr. 4181-82, 4185, 4194, 5334-38). 


Represcrtatives of Perma and Singer met several addi- 
tional times between February and June, 1964, including 
an all-day meeting at Singer’s Elizabeth plant attended 
by at least five Singer engineers at which Perma representa- 
tives 


ae 


. displayed to the top Singer officials the entire 
device with all of its components spread ovt on con- 


7. The report was prepared by Andrew White, owner of a re 
search and testing organizition named Motor Vehicle Research of 
New Hampshire (“M.V.R.N.H.”) (Op. 7, Tr. 140). Although Singer 
points to facts reflecting White's lack of ‘ndependence from Perma 
and claims it was ignorant thereof unti! after this suit was commenced 
(S. Br. 6), a management consultant's repo:t commissioned by Singer 
before it entered the December contract advis er that the tests 
conducted by Mr. White's viganization were 2, ...sored by Perma” 
and questioned their accuracy (PX 57 at 7, 17). 


8. These problems includea brake fluid ‘eaking from the check 
valve part of the Perma-Vac piston; gear Lox and pressure switch 
failures; brake fluid leakage because of the cutting of rubber “O” 
ring seals in the mass production; breaking off of che inlet p.pe to 
the Perma-Vac due to faulty mass production techniques; and loss 
of brakes because of premature wear of the governor housing which 
had impaired the function of the solenoid (Tr. 341-54). 
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ference tables. The promotional film was shown and 
the M.V.R.N.H. report was distributed.”’ 


(Op. 11; Tr. 4143, 5355-57, 6028-30, 6038-39). It was the 
sound portion of this xterra film which stated, among 
other things, that the invention ‘‘includes a fail-safe feature 
which will automatically revert to the standard braking 
system in case of failure’? (DX 1 at 8; S. Br. 6). As 
Singer’s own expert testified at trial, it was ‘‘apparent 
fairly readily’’ from an examination of the hardware there 
on display that the fail-safe features the device possessed 
did not make it absolutely fail-safe, the criterion later ad- 
vocated by Singer and discussed below at pp. 28-30 and 
53-59 (Tr. 7290-91). In fact 1e device was fail-safe in the 
event of those failures most likely to occur and was thought 
oy Perrino to be acceptably fail-safe (Tr. 274-79, 870-71, 
332-33).° 


The June Contract 


The Court below summarized the June contract as fol- 
lows: 


‘‘On June 18, 1964, the parties entered into a Patent 
Licensing Agreement by which Perma granted Singer 
the exclusive right to manufacture the device in the 
United States. In order to oust the Worcester Stamped 


9, It did however re,uire an additional fail-safe feature to satisfy 
then applicable automotive industry standards. All that was needed 
to accomplish this was the addition of a imple time-delay switch or 

valve to the modulator component. These subjects are discussed in 

detail below at pp. 28-30 and 53-59. Reference is here required be- 
cause Singer, throughout its brief, grossly distorts the issue of fail- 
safety both by misstating its own understanding prior to December 21, 
1964 of the fail-safe features in the Perma device and by exaggerat- 
ing the degree of difficulty inve'ved in making the device conform to 
automotive industry standards (S. Br. 6, 7, 9, 13, 14). Indeed, no- 
where does Singer ever acknowledge the overwhelming evidence that 
its engineers knew before December 21 (and indeed before the June 
contract) that the device was not absolutely fail-safe (discussed below 
at pp. 14-16). In addition, Singer repeatedly and erroneously sug- 
gests that many months of experimenti il engineering efforts “would 
have been necessary to make the og vice acceptably fail-safe by auto- 
motive industry stz nd: irds (see, e.g Br. 14-15), whereas in fact the 
opposite was proven at trial (see Sais below at pp. 21-23). 
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Metal Company, Singer agreed to buy the inventory 
then being held by Worcester.”’ 


(Op. 12; PX 35).”° Singer’s obligations under this contract 
were not limited to manufacturing ‘‘in accordance with 
specifications and blueprints furnished by Perma’’ as 
Singer states (S. Br. 7). Singer expressly undertook to 
assist Perma in the conversion to mass production by 
agreeing to maintain ‘‘joint continuing engineering super- 
vision and development of the product’’ and the exchange 
of ‘‘technical knowledge applicable to the design and man- 
ufacture of the product’? (PX 35, §9 at 5). The contre 

also contemplated design changes in the product, altho. 1 
Singer’s right to make any such changes was conditioned 
on prior approval by two officers of Perma (PX 35, §9 at 6). 


What Singer Learned from June to December, 1964 


The portion of Singer’s Statement of Facts dealing with 
events during the period from June to December, 1964, 
focuses on specific things Singer did not do, and claims it 
did not know. The following is a summary of what Singer 
did between June and December, 1964, and the knowledge 
of the device and its imperfections acquired in the course 
of that experience. 


The District Court summarized the events of this period 
as follows: 


‘Tt is undisputed that, after the Elizabeth plant ac- 
quired the inventory and started production, many 
defects wre found in the mass-produced device. Dur- 
ing this per.od from mid June te December 1964, offi- 
cials from Perma visit, the Elizabeth plant quite 
often and the parties redesigned a number of the com- 
ponents of the device, including many of the so-called 
‘fail-safe features’.’’ (Op. 12) 

10. Perma had contracted with Worcester Stamped Metal in late 
1963 to manufacture the device ; the closing of Worcester’s plant by a 
strike in November, 1967, made Perma particularly receptive to 
Singer’s initial approach seeking rights to the device (Tr. 177, 289, 
284-87 ; PX 14, 15). 
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Specific Pzablems Encountered 


The problems which surfaced in the process of con- 
verting from prototype to mass production and of which 
Albert Romel, Singer’s chief engineer on the project was 
aware (Op. 13; Tr. 5320) included: 


erratic performance of the pressure switch which 
Romel attempted to redesign (Op. 13; Tr. 4333, 4908- 
11, 5450-51, 5455-57 ; 


‘‘hanging up’’ of the cam gears, on which Romel 
decided to defer what he considered as necessary re- 
design work (Op. 138; Tr. 4837-41; PX 49 at 2); 


contamination of the sensing unit (Op. 14; PX 53; Tr. 
5503-05, 5508) and ‘‘binding’’ of the rotary valve (Op. 
14; Tr. 5490-91) on which Romel was working in De- 
cember 1964 (Tr. 5511-14) ; 


the need to strengthen the spring used in the Perma- 
Vac to assure proper functioning with newer medel 
cars (Op. 14; Tr. 4419-20; PX 57 at 6), a problem for 


which Romel sought a solution immediately after De- 
cember 21, 1964 (PX 65A at 2); 


premature wearing out of the gear box, which Romel 
undertook to redesign (PX 39 at 2-3; Tr. 4290, 5424-25; 
DX 102, 111, 114, 115, 118) ; 


fluid leakage from the pressure switch and from the 
check valve of the Perma-Vac (PX 24 at 3, 38A at 2, 
39; Tr. 5446, 6176-77; PX 54; Tr. 421). 


Romel perceived the significance of the obstacles these 
problems posed to prompt shipment of reliably-functioning 
product" and took care before the December contract to 


11. These problems encountered with mass-produced hardware, 
although serious, were not difficult to solve. Indeed even Romel 
with his limited engineering skills succeeded in solving all of them 
within a few months after the December contract, except the problem 
relating to the need for increased pressure output from the Perma- 
Vac (see discussion below at pp. 24-25}. That he failed to solve 
only because he rejected Perrino’s suggestion for a strengthened 
spring in favor of his own ill-conceived transfer valve (Op. 23-24; 
see discussion below at pp. 26-27). 
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inform his superieys of the difficulties he faced (PX 38A, 
39, PX 53).’* He recommended performance ‘sting specifi- 
cally directed to ‘‘all the possible causes for failure’’ (Op. 
14; PX 39 at 3) and, despite Singer’s representation in its 
brief that it had ‘‘no occasion to do performance testing 
... or to analyze the failure modes or the fail-safety of 
the device’ (S. Br. 7), the permission sought by Romel 
was ‘romptly given by the Elizabeth plant’s assistant 
general manager (PX 47 at 1). Singer in fact conducted 
numerous performance tests of the device on test stands 
both before and after its numerous modifications between 
June and December, 1964 (Op. 15, e.g. Tr. 5548-49 (pres- 
sure switch); PX 39 at 2; Tr. 5424-27, 5432-33; DX 111, 
114, 115, 118 (gear box); Tr. 5512-14, 5537 (sensing unit) ). 
Singer also conducted tests of a device installed in a Singer 
vehicle in November, 1964 (Tr. 5379-87 ; PX 147). Singer’s 
statement that its ‘‘testing of the device during the period 
of the June contract related only to proper manufacture”’ 
(S. Br. 7) is thus at best inaccurate. 


Singer had another important source of knowledge of 


the imperfections in the Perma device prior to December: 

12. In addition to these memoranda, Romel reported on these and 
other problems at a meeting in December, 1964 held one to two weeks 
before the December contract was executed and attended by Messrs 
Hough and Murphy of Singer’s New York executive office and 
Broeker, Kloby, Sprague, Wagner and Sharp of Elizabeth (Tr. 4484, 
4491, 4498-4501, 4502-03). Messrs. Hough, Murphy and Sprague 
were graduate engineers. Hough, holder of a Masters Degree in 
Mechanical Engineering from MIT, had previously kept himself 
“fully informed” of the problems encountered by Singer (Tr. 6881, 
6890, 6892, 6090-92) and knew, through Kloby, that Singer in No- 
vember was having problems with components of the device. Murphy, 
holder of a Masters Degree in Industrial Engineering, had visited 
the Elizabeth plant bi-weekly through the fall and reviewed the status 
of the project. He even participated in “shirt-sleeve” inspections of 
components and was aware of problems with pressure switches and 
gear boxes (Tr. 5831, 5851, 5853-54). 


13. Indeed the Assistant General Manager requested from Romel 


“a plan of action . . . to solve the problems inherent in this unit 

. and... [a program of] reliability tests on complete units to 
ascertain whether any new problems could be discovered which 
wuuld cause malfunctions in the field.”” (/bid.) 
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an independent study of the device by the management 
consulting Arm of William E. Hill & Co., which Singer 
commissioned in mid-October 1964 (Tr. 6075-76). The 
Hill firm reported orally to Singer on November 11, 1964 
and delivered its findings on December 14 (PX 57 at 1; 
Tr. 5980).'* 


The tenor of the Hill report, reproduced as Appendix 
B to the District Court’s opinion, was precisely the op- 
posite of the characterization now being adopted by Singer 
(S. Br. 8). It explicitly advised that, on the basis of the 
hardware tested by various of the major automobile manu- 
facturers the device was not yet of proven reliability (PX 
57 at 10). It also warned that, because of increased stop- 
ping distances experienced in certain tests on som road 
conditions, some, although not all, automotive companies 
were against use of the device (PX 57 at 7-8),’° and tnat, 


in its present state, ‘‘the Perma anti-skid control falls short 
be) 


of meeting requirements of automotive engineers 
(id. at 3). 


Fail-safe Characteristics of Perma Device 


By reference to the Hill report which did not ‘mention 
fail-safety’’ and a post December-1964 report expressing 


the need for a ‘‘fail-safe feature,’’ Singer misleadingly 


seeks to imply that on the basis of pre-June promotional 
statements by Perma, it entered the December contract 
relying on the idea that the Perma device was absolutely 
fail-safe (S. Br. 6, 8-9). When this claim was expressly 
made at trial as a defense to Perma’s claim of breach of 
14. The report was read by Kloby, Director of | 

and later manager of the Perma Project (T1 509 
It was then also read by LBroeker, assistant 
Elizabeth plant, and Patten, tactory sale 
discussed it page by page (Tr %205-09 
executive responsible for the Etcaveth plant (62 

] 


vice preside vho later signed the December 


co 


Singer, tesi: that he “saw” it but did not “ 


15. Americai Motors and Cadillac Division 
favor of the system,” while General Motors Kes 
and Chrysler were said to be against its use ( PX 
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contract, it was found ‘‘to be totally sham as a matter of 
fact’? (Op. 38). On this appeal Singer does not claim 
any error in this finding or in the District Court’s underly- 
ing finding that Perma made ‘‘no misiepresentation’’ 
about fail-safety or its alternative finding that in no event 
was there reliance by Singer (Op. 38). Instead, Singer 
resorts to half-expressed implications of misrepresentation 
in the hope that it will color the etmosphere on this appeal. 


Significantly omitted from Singer’s description of the 
events between June and December were the following 
facts which informed Singer about the fail-safe character- 
istics of the Perma device: 


Kloby, the man who became manager of Singer's 
Perma program, admitted knowing before December 
21, 1964 that Perma device was not fail-safe by Singer’s 
absolute standard (Tr. 6249-50). 


Both Morris, the assistant general manager of Singer’s 
Elizabeth, N.J. plant, and Kloby knew of a’ least one 


incident of a loss of brakes on a car equipp’ with the 
Perma device (Tr. 349-52, 6173). 


Romel was aware of a defect in some mass produced 
hardware which was ‘‘very serious and could cause 
a brake failure’ (PX 38A at 2; Tr. 5463-64). 


Romel himself observed malfunctioning of the cam- 
gear—the heart of the Perma fail-safe—and recom- 
mended a design change which he had not implemented 
by December 21 (Tr. 5530-32, 5372-73). 


Finally, Singer’s trial expert, MacDuff, testified that it 
was apparent ‘‘fairly readily’’ from an inspection of 
the device and would have been to any engineer that 
the Perma device was not absolutely fail-safe (Tr. 


7290-91. 


In short, there could be no question on this appeal, even if 
it were asserted directly, that Singer knew before Decem- 
ber 21, 1964 that the device covered by the patents it 
was acquiring was not fail-safe by the definition it late: 
used when it sought to justify its abandonment thereof 


(Op. 37). 
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Singer’s Failure to Ship Product 


As a result of the problems encountered with the hard- 
ware being mass-produced, Singer was unable to ship 
more than a negligible quantity of anti-skid devices to 
distributors in the fall of 1964 (Op. 15; Tr. 406-07, 409-10, 
420-56). This, in turn, created serious cash flow problems 
for Perma and pushed it to the verge of bankruptcy (Op. 
15, 39; Tr. 453-56; PX 59 at 2). Singer recognized and 
took advantage of this circumstance to negotiate a,one 
sided contract by which it took over the patents, agreed 
to pay royalties for only ten years and guaranteed no 
minimum royalty (Op. 39. 40; compare PX 60A, §3 at 
4-6 with DX 191 at 3). 


B. The December Contract 
The Negotiations 


Singer’s Statement of Facts omits any discussion of 
the negotiations which led to the December contract, dur- 
ing which the trial court found that ‘‘Singer offered to 
Perma its engineering skills and purported expertise’’ 
(Op. 16) In the fall of 1964, Perrino complained to 
Singer’s Robert Kloby"® about the lack of progress ‘n 
getting the device to market, and the need for more en- 


gineers on the project including an automotive engineer 
(Tr. 453-58, 471-75, 457).'7  Kloby told Perrino that 
Singer’s budget under the June contract did not con- 
template additional engineers but that Singer could justify 
more expenditures and engineers, including an automotive 


engineer, if Perma would agree to assign the anti-skid 
patents to Singer outright (Tr. 457, 471-75, 2136-37). There- 
after Kloby, who negotiated the December contract for 

16. He was then Director of Forward Planning and after De- 
cember 21, 1964, was placed in charge of the Perma program with 
the title of Manager, Perma Program (Tr. 5997, 6158-60) 


17. Perrino at this meeting with Kloby specifically complained 
that the problems plaguing the device before June still existed, that 
Singer had not kept its original promise to assign the engineers neces 
sary to solve the engineering and quality problems and that addi- 
tional engineers including an automotive engineer were required 


(Tr. 453-58, 471-75, 287-308). 
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Singer, held additional conversations and meetings with 
Perrino during which he repeated these assurances and 
Perrino agreed, on behe'* of Perma, to assign Perma’s 
patent rights to Singer (Tr. 457-58, 473-75, 5892). 


Uncompleted Engineering Work 


In discussing the expectations of the parties at Decem- 
ber 21, 1964, Singer’s brief omits any reference to the state 
of the invention’s hardware, relying instead on a mis- 
statement of Perrino’s testimory (S. Br. 9). Perrino tes- 
tified, not that mass-produced units were ‘¢workable, us- 
able and marketable,’’ but that k.s earlier hand-made proto- 
types had been (Tr. 1351-53: see Tr. 304-05, 1692-94, 1697- 
98, 2087, 2090-2101, 6004-07; PX 21, 19). That is why he 
could testify that the ‘‘desiqn’’ was ready for mass-produe- 
tion but that the hardware ha’ not, as of December 21, 
1964, been successfully converteu from prototype to mass- 
produced product (Tr. 1353). When the December contract 
was executed, numerous component problems existed and 
‘‘Thloth parties recognized the need for further engineer- 
ing on the device ...’’ (Op. 15). Singer’s engineer Romel 
apparently then believed his redesign work would solve the 
gear box problems, but testing of the redesign work had 
only recently begun and did not conclude until sometime 
after December 21, 1964 (DX 115, 118, 233; Tr. 4293, 4498- 
99). The problems of contamination entering the sensing 
unit and the binding of its rotary valve were not solved by 
December 21, 1964, although experiments with and tests of a 
number of potential solutions were being conducted (Op. 
14; Tr. 4499-4500). Testing of these changes continued 
without interruption to February, 1965 (DX 234, 236, 242; 
Tr, 4942-55). The redesign of the eam gear which Romel 
had earlier concluded was necessary, had not been per- 
formed by December 21, 1964 (Op. 13; Tr. 5530-32). Romel’s 
redesign of the pressure switch had not been adequately 
tested by December 21, 1964 and it was further modified in 
early 1965 (T.. 5456-57, 4908-12). The need for increased 
braking pressure was known to exist and within two days of 
the signing of the December contract, Singer pursued a 
strengthened Perma-Vac spring as a method to obtain it 


(PX 65A at 2). 
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In addition, there remained whatever additional en- 
gineering was necessary to make the device conform to 
Singer’s then unexpressed fail-safe standard (supra at 
pp. 14-16). 


Th: expectation of the parties that the device would be 
‘quickly marketed’? (Op. 18; 5. 3r. 8) cannot, then, be 
divorced from their knowledge of the engineering work re- 
maining to be done before the product could be marketed. 
In light of the facts outlined above, the parties necessarily 
contemplated the completion of this engineering work and 
the performance and reliability ting that would normally 
follow it. Not surprisingly, therefore, when Singer en- 
tered into a vontract with Monitor Enterprises Ine. in 
January, 1965, for the distribution of the device, it ex 
pressly excluded any liability for its failure to deliver 
product (PX 64, §13 at 10). Singer, in describing this 
contract, refers only to the fact that under it Monitor was 
obligated to accept delivery of up to 50,000 units in 1965 
and to spend up to $250,000 on promotion (S. Br. 9). 
Singer fails to disclose that it was not obligated to deliver 
even a single unit in that perioc (PX 64, (13 at 10; see $7 
at 6), and that Monitor’s promotional obligation would be 
reduced in proportion to Singer’s failure to deliver units 


(PX 64, §2 at 3). 


Finally, Singer misleadingly asserts that immediately 
after the December contract it ‘‘resumed production’’ (5S. 
Br. 8). Singer’s lone supporting record reference is to 
Romel’s single statement that ‘‘{Slinger resume[d] pro- 
duction or assembly of Perma anti-skid units... right after 
the contract was signed... in a matter of a couple of days 
actually . (Tr. 4517) (emphasis added). Romel was 
not asked whether such ‘‘assembly’’ was for any purpose 


” 


other than testing his recent hardware modifications, but 
Romel’s statement can only be understood in the context 
of his detailed testimony that, at that very time, tests of 


his recent hardware changes were continuing (supra at 


p. 17), and he was seeing further design suggestions from 
Perma. 


18. Singer’s attempted implication that it was first informed of a 
loss of brakes on a car equipped with the device when it received a 
field report in January, 1965 to this effect is without basis (see text 


supra at pp. 14-16. 
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The Contract Provisions 


The provisions of the contracts entered into by Penna 
and Singer on December 21, 1964 constitute important evi- 
dence with respect to which party was intended to perform 
then uncompleted engineering work described in the pre- 
ceding section 2nd how long such work was expected to 
take. 


Under the December contract Singer assumed com- 
plete engineering responsibility for the Perma anti-skid 
device (PX € A, §13 at 15; Tr. 5611, 5599, 6159-60, 6195- 
96) and vested in itself ‘absolute diseretion .. . [to] 
determine the method of manufacturing . . . the Product’’ 
(PX GOA, 613 at 15) (emphasis added). The December 
contract also postponed Singer’s duty to promote sales of 
the device for one full year until 1966 (PX 60A, §10 at 
3)..% It provided for the payment of royalties to Perma 
on sales of product for ten years but it did not g larantee 
payment of am minimum royalty (Op. 18; PX 60A, $3 
at 4-6). The effectiveness of the Pecember contract was 
conditioned ea the parties’ execution of a technical ser 
ices contract (PX GOA, 45(e) at 11), pursuant to which 
Singer was to pay Perma $9,800 monthly so that Perma 
would ‘‘at the request of Singer render technical assistance 
to Singer, which shall include assisting consulting and co 
operating with Singer: 


‘sin the continuing design and engineering and im- 
provement of the Product...’ 


19. Singer’: « 1 avoidance of any obligation to deliver units 
in 1965 to Moritor (PX 6 13 at ) is consistent with its expecta- 
tion of the probable 1 N for tual selling activity 


”) 


ul he Technical Services Contract, 
Perma was < é ; technical assistance to Singer” 


on he Product for use on all makes of 

1 trucks 
preparation and designing of drawings, blueprints, 
bills of material, specifications and the like from 
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Kloby testified that Singer assumed these responsibilities 
under the December contract and Perma was only to render 


assistance in connection therewith (Tr. 6194-96). 


C. What Actually Remained to Be 
Done as of December, 1964 


The portion of Singer’s Statement of Facts devoted to 
events between December 21, 1964, and Singer’s abandon- 
ment of the contract discusses facts tending to show tiuat 
the Perma anti-skid device failed to conform to Singer’s 
absolute standard of fail-safety and attempting to justify 
Singer’s abandonment of its contract. Although Singer 
refers to ‘‘its efforts to resolve the technical problems”’ 
in 1965 (S. Br. 10), it omits any description thereof for the 
obvious reason that they were found by the District Court 
to have been ‘‘abysmally inept’’ (Op. 29). 


Singer’s principal purpose in this segment of its brief 
(S. Br. 13-14) appears to be to couvey the im pression that 
as of December 21, 1964, the Perma device required re- 
design so substantial that it was impossible for the trial 
court to do other than guess what it would be like once it 
was perfected. Singer does this through a number of tech 
niques. First, it erroneously states that the program of 
evaluation and testing recommended by p!*intiff’s expert 
Goor ‘‘required the redesign of the device in an unknown 


and unspecified configuration’’ in order to satisfy an ‘‘un- 
known standard of fail-safety’’ (S. Br. 14). Singer com- 
pounds its misstatement of the record when it states, with- 
out record citation, that at trial ‘‘ Perma contended that its 
less stringent standard of fail-safety could be met through 


a 15-month program of redesign and redevelopment’’ 
(S. Br. 13). 


which the Product and its 
factured ...; 
* * 
“in the design and manufacture of prototypes 
models of the Product for use variou 0 
trucks and other motor vehicles.” DX 656 at 3 


Fail-Safety 


Contrary to Singer’s assertion (S. Br. 13), Goor’s pro 
gram was not necessary to make the invention acceptably 
fail-sefe. That was a simple matter which could have 
been readily accomplished by a little competent engi- 
neering work. Although the Perma device already had 
numerous fail-safe features directed to the kinds of failure 
most reasonably to be anticipated (Op. 37), it was not 


equipped, in Deceniber, 1964, with a mechanism designed 


to by-pass the unit in the event the vacuum controlled 
diaphragm in the Perma-Vae modulator remained in the 
retracted (or brakes release) position longer than it should 
(Tr. 2476, 2556-57, 2448-49, 2480-81). Once equipped with 
such a mechanism, Goor testified, the Perma device would 
have satisfied the automotive indusiry’s standard of fail- 
safety (Tr. 2448-51, 9480-81, 2483-84, 2320-21).2* Ford, 
General Motors and Chrysler each made their respective 
systems fail-safe by installation of simple time-delay 
switches or valves in the modulator components of their 
respective ystems (PX 163 at 13; Tr. 2480-81, 2483-84; 
Tr. 7032-33: PX 156 at 5-60 (travel switch); Tr. 7035-37 ; 
DX 655 at 6 (fail-safe switch) ; Tr. 7094-97). Such a switch 
coun readily and inexpensive ly have been installed on the 
Perma-Vac modulator (Tr. 2476, 2480-81, 2483-84), and 
prevailing automotive industry standards of fail-safety 
would accordingly have been satisfied (Tr. 2480-81, 2483- 


84). Goor testified that it ‘‘would be a very simple thing 


In the event of failurs ] drive train or an electric failure, 
ld } eae | | RS - 1 . 
Perrino believed those features justified his clain it the 


Zé. -nnger, on the al ged on » District Court and 
urges on this Court an ab standard uil-safety unique to itself: 
a device is not fail-safe if there is any conceivable circumstance, no 
matter how remote, under whicl iilure in the device ild lead to 
a loss of brakes (PX 104; Ir. 29-31) Singer’s 
rejected by the automotive industt 
who acknowledged it to be v 
7111-12; see discussion imfra a 


4 


“~ 


‘o accomplish’’ (Tr. 2484) and that it conld have been done, 
as it had been at Kelsey-Hayes, by adding a time delay 
switeh to the Perma-Vae (Tr. 2480-81). 


Indeed, Perrino submitted a design for one such switch 
to Singer in the fall of 1965, which Rome! failed to analy.e 
(Tr. 5168, 5784-85), but which Goor testified ‘‘could have 
easily been installed to pe-form the . . . functioa of by- 
passing the unit’? (Tr. 2481).™ 


In short. the record is clear that in December, 1964, it 
would have been neither difaeult nor time-consuming to 
achieve a level of fail-safety in accordance with applicable 


automotive industry standards. 


Goor’s Program 


Goor’s proposal represented one expt rt’s opinion ren 
dered at trial in 1973 of an appropriate program for 
Sinver to have followed after December 21, 1964 in eval 
uating, testing nd perfecting the Pe i device. It would 


have cost approximate ly $650,000" or some $50,000 more 

Kelsev-Haves from 1967 to 1971 

ctor of engineering and research, he 

any’s anti-skid program for 

2299-2302 ) Thereafter he 

lsev-Haye s’ anti skid pre gram 

Singer claims (S. Br. 14) 

cessary” in connection with 

testimony at the pages cited 

with the use of a computer to facilitate 
er performed a fail 


ly 
til August, 1965 


ption that no prototypes were available, Goor’s 


the cost of his program was approximately $750,000 


However, on t reasonable assumption that proto 


types could have been built fro inger’s extensive inventory, the 


estimated cost would have been reduced by approximately $100,000 


le 


The following costs would have en eliminated in whole or in part 
$60,000 cost of prototypes (Tr. 2531-32), ; art of cost of fleet buildup 
$40,000 (Tr. 2538-40) and two to three months’ worth of upgrading 
costs or $20,000-30,000 (Tr. 2541-43) tased on the same a*cump- 
tion, Goor’s program would have recuired only 12 months, not the 15 


months claimed by Singer (S. Br. 1», 14) 


than what Sinver a 

It would have re¢ 

fore proc action | 242 period cor 
templated by mbes if, ac Singer was not 
obligated thereunder | promote al he produet for 
one year (PX 60A, (lJ at 13), and requir venty employ 


ees——only five more than Singer act 


While the scope and cost of Gocr’s proposal was not 
very different from that which Singer, however ney  ¥, 
undertook, its content was significantly different. Goor’s 


approach involved a systematic analytical and testing pro 


gram carried out by skilled engineers and technicians (Tr 


2511-47), while Singer’s involved incompetent people who 


prepared no program : contented themselves with mak 


! 
ing ill-coneeiv« d., unnecessary and con ple x dk sign change 
whose consequences they neither understood nor ade 


quately tested CGoor recommended four lapping steps 


SN) OOD a Sor e of 
we) 


In a pro-for 
cluded additior 
This then repr: 
21, 1964 of $5 
cate to three 
26 singer 
nine tecinician 
from time 
Tr. 4834-35, 483; 1930 
neers with systems or autor 
grammer technicians, seven 
a machinist and a buyer (see¢ 


2533-34, 2539). 
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to prepare the product for manufacture: (1) evaluation 
of existing staff and assignment of qualified replacements 
where necessary, followed by a comprehensive engineering 
and mathematical analysis of the device including such 
engineering modification as might be necessary to vpgrade 
performance (Tr. 2515, 2520-23, 2525-26); (2) prototype 
assembly and testing combined with a complete failure 
mode analysis (Tr. 2527-28, 20-32); (3) reliability test- 
ing of units incorporating such modifications as might be 
necessary to facilitate mass-production (Tr. 2532-36) ; and 
(4) road testing (Tr. 2537-39). 


“Redesign” of Device Not Required 


Aside from the addition of a fail-safe device, the only 
other significant work which remained to be done after De- 
cember, 1964, was (1) the modification of the Perma-Vac to 
accommodate the need for increased pressure output and 
fluid displacement required by 1965 model ears (PX 57 at 6, 
65 A at 2: Tr. 4419, 597-98), (2) testing of Singer’s late 1964 
and early 1965 hardware modifications to the sensing unit, 
pressure switch and gear box to determine their effective- 
ness and reliability or the making of comparable additional 
such changes, if > “er modification proved ineffective when 
tested (PX 53; ' » 9.05, 5508, 5490-91, 5511-15; Op. 13; 
Tr. 4333, 4908-11. 5450-51, 5455-56; DX 114-15, 118; Tr. 
4290, 5424-25, 2532-36), and (3) extensive bench and road 
testing of the device for reliability (Tr. 2532-39) 


These efforts certainly would not have required ‘‘re- 
design of the device in an unknown and unspecified con- 
figuration’? as Singer claims (S. Br. 14). Thus, the 
changes in the Perma-Vac could have been accomplished 
simply by inereasing the size of the main spring and the 
piston bore or by simply enlarging the Perma-Vac.” In any 
case yo change in the modulator’s basie configuration was 
required. The changes to the sensing unit were typical of 
those called for. Romel himself solved the problem of con- 


tamination entering the unit from the drive train by the 


27. Such modifications were not “unknown or unspecified.” They 
were the subject of specific proposals. See, e.g., DX 417 at 4 (spring) 
and PX 98B (bore) ; see also Tr. 597-98. 
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addition of a steel washer (DX 577 at 20; Tr. 49%3-55) and 
the problem of binding of the rotary valve by ch» nging the 
filtering material used in an air filter (DX 313, DX 577 at 
21). The problems with the pressure switch were appar- 
ently solved with the help of a Singer research engineer 
by the insertion of a small ‘‘guide sleeve”’ (Tr. 4923-24) 
and the substitution of one rubber ‘‘O’’ ring washer for 
another (Tr. 4885-87, 5457; DX 577 at 8). Apparently no 
further change in the gear box was required since tests 
in 1965 proved the adequacy of changes made in December, 
1964 (Tr. 4290-91, 4293; DX 118). 


If the Perma-Vae had been correctly modified, only re- 
liability testing, and such changes as testing revealed the 
need for, would have remained before the Perma device 
would have been ready for market. 


The Defect in Singer’s Efforts 


Zomel was apparently able to make such changes as 
adding washers and filtering materials and substituting one 
“Q” ring for another. However, his principal efforts in 
1965, which dangerously downgraded the invention, reflected 


his total lack of the necessary qualifications to serve as chief 


engineer on Singer’s Perma Program, He had just grad- 
uated from Newark College of Engineering a few months 
before being placed in charge of engineering for this proj- 
ect, after attending night sessions for eight years and fail- 
ing his professional licensing examination (Tr. 4098-99, 
5310-12, 5520; DX 687 at 1). He had no automotive or 
braking system experience and even lacked the skill to per- 
form basic mathematical calculations accurately (Op. 20- 
91; Tr. 5317-18, 5689-95, 6519).°° Romel’s staff consisted 
of a number of persons who, although assigned grandiose 
engineering titles by Singer, were only high school erad- 
uates (compare DX 686 with 687; Tr. 6857-60), and three 
graduates of Newark College of Engineering (DX 687). 
None of these was an automotive or braking engineer and 

28. Nor could Romel receive engineering guidance from his im- 
mediate superior, Robert Kloby, who was “in charge” of the program. 


Kloby, although qualified in market evaluation and sales forecasting 
(Tr. 5994-98), was not an engineer (Tr. 5994, 6102). 
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no one with such qualifications was ever assigned to the 
project (Tr. 5617). Although Singer had 15 separate re- 
search and development laboratories with highly qualified 
engineers, the project was not assigned to any one of them 
(Op. 40; PX 144 at 22; Tr. 5611). 


Although Romel testified that he did not fully under- 
stand the invention when he assumed full engineering re- 
sponsibility therefor, he never ordered a comprehensive 
analysis of its design and function of the kind recoin- 
mended by Goor (Op. 21; Tr. 5551, 4616-23a, 5586-88, 
5589-90). 


He also failed to undertake a complete failure mode 
analysis, as recommended by Goor, until August, 1965 (Tr. 
5045)—eight months after assuming full engineering re- 
sponsibility for the product (Tr. 5586-88, 5589-90). 


Singer’s failure to assign a qualified engineer to lead its 
program, caused it to make fundamental and destructive 
changes in the invention’s hardware configurations wher 
simple dimensional changes would readily have solved the 
principal problem which occupied Singer during 1965 (Op. 
23-24). Thus, early in 1965 Romel committed the funda- 
mental error of adding a complex transfer valve to the 
Perma-Vac to generate the increased pressure and dis- 
placement required by 1965 model cars (PX 77, PX 98B; 
Tr. 597-98, 602-04. His reason for doing so was that the 


simple and obvious changes in dimensions recommended by 


Perrino would have caused Singer to scrap a small portion 
of the inventory it had acquired when it ousted Worcester 
Stamped Metal (Op. 23-24; Tr. 597-99, 6263-64; PX 89 at 2; 
DX 603; see infra, p. 42 n. 46). Romel’s transfer valve 
introduced vacuum to the front of the Perma-Vae 
diaphragm to assist in pumping the brakes, thus mak- 


29. Significantly, when undertaken, this analysis was not in an 
effort to perfect the device It was to support the recently made 
management decision to abandon the project (Op. 27-28; see dis- 


cussion below in text at pp. 28-30). The earlier analysis performed 
int March, 1965, after Singer received the Dulont t 


nt report was not, as 
it now claims, “an analysis of how the device could fail” (S. Br 
9). Then Romel limited his inquiry to the point 


| suggested by 
DuPont (Tr. 4616-18a, 5586-88). 
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ing the invention vacuum dependent for the first time 
(Tr. 5685, 605-07). Not only did Romel thereby in- 
troduce new failure modes, he insured that in the 
event of an engine stall there would be a loss of braking 
power (Op. 24; Tr. 605-07). Moreover, Romel’s transfer 
valve had the important side effeet of increasing stopping 
distances (Tr. 4771-72, 4777-78, 5714; DX 577 at 7) and 
his attempted solution to this problem is typical of his 
entire approach to readying the Perma device for mass 
production. He added a ‘‘restrictor valve”’ to the invention 
(Tr. 4789-90, 4792, 4819, 5725-26) without testing it on wet 
or slippery roads (Tr. 4799-4800, 5725). The effect of a 
‘restrictor valve’’, which permits hydraulic fluid to move 
more freely in one direction than in the other is to prevent 
the rapid release of brake fluid (Tr. 4789-90), thus prevent- 
ing the anti-skid device from functioning on the very road 
surfaces on Which effective operation was most needed 
(DX 323 at 2, 336 at 1; Tr. 5729).%° Singer’s misguided 
efforts with the transfer and restrictor valves coupled with 
incompetent efforts to overcome the side effects thereof 


constituted the bulk of Singer’s engineering efforts from 
76) 


March to late 1965 (Tr. 5676, 4771 - PX 77, 79; Tr. 4792- 
96, 797.29: DX 670; Tr, 5089-90, 5695-7702, 5709, 5799- 
5805). 


In short, it was only the incompetence of those assigned 
to the project by Singer which made the task of readying 
the Perma device for manufacture seem long and compli- 
cated, 

ve because it “appeared to be the 
least costly” solution with “the shortest lead time” (LX 57/7 at 9 
Tr. 5716-18). Other examp i Singer’s inept engineering efforts 
included Romel’s atten pt overcome tie uum dependence created 
by the transfer valve arging the Perm: ac diaphragm and 
container without enlarging the inlet openings in the same propor- 
tion, thus dooming his expernnent as natter of engineering prin 
ciple (Tr. 5699 570 5705) and his é al i} NY-pass 
valve on the ground tha peratiol olved an u ecified but 
minuscule delay which w: ubiectively unacceptable to him (T1 


q7¢ 


5799-5805, 5207-08) even though the fail-safe vah r switches in- 


stalled in the Ford, Chrysl 1i¢ yeneral Motors anti-skid devices 
all involved substantially lon; 1 ays 7032-33, 7035-37, 
7094-97 ). 


Singer’s True Reason for Abandoning 
the Perma Project 


In July, 1965, Romel and his staff, believing they had a 
product ready for market (PX 82),*' were conducting road 
tests (Tr. 4848) when there was a management shake-up at 
Singer’s corporate headquarters (DX 479; Tr. 3586-87). 
As a result Alfred DiScipio, the new vice president in 
charge of consumer products, became responsible for the 
Perma project (Tr. 3587-88). DiScipio attended a demon- 
stration conducted by Romel of a vehicle equipped with an 
anti-skid device which incorporated Romel’s transfer valve 
(Tr. 4848-49). The ear skidded dangerously out of control 
(Tr. 3602-03). Without ascertaining the cause of the skid 
(Op. 26; Tr. 3603, 3606, 3974)** DiScipio announced to the 
Singer staff that he would not permit Singer to market it 
unless it satisfied an impossible standard of fail-safety. 
He stated that Singer would not market a product that 
‘‘under any circumstance could leave the purchaser 
less safe than if he hadn’t elected to purchase it... .”’ 
(Tr. 3609-10). DiSeipio’s absolute standard was not the 
standard of fail-safety then prevailing in the automotive 
industry (supra at pp. 21-22; Tr. 2480-81, 2483-84). It 
was ‘‘totally rebuffed’’ by Singer’s own expert witness 
at trial (Op. 36; Tr. 7111)** and it had to be since, by its 
terms, it required that the fail-safe features themselves be 
100% failure proof. 


Since abse’ute fail-safety is unattainable in the real 
world (Op. 36; Tr. 7111-12), it shortly became apparent that 


31. In this document, dated July 7, 1965, Singer’s Manager of 
Factory Sales, after reviewing Singer’s modifications to the device 
stated “We feel we have a product worthy of offering to the public 
and plan a full marketing campaign for September with limited pro- 


duction and sale starting within the next 3 to 4 weeks” (PX 8&2). 


32. Interestingly, Person, DiScipio’s assistam 
failure at the demonstration was attribucable 
valve (Tr. 3378, 3381). 


tesiined that the 
to Romel’s transfer 


33. DiScipio, although without experience in the automotive in- 
dustry and ignorant of its standards, made no a 


at 


ascertain 


ose standards before imposing his own (Tr 
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Singer’s true reason for adopting this standard was to have 
an excuse to abandon the Perma project after DiScipio and 
his staff decided the automotive parts business was un- 
attractive to Singer (Op. 27).** Singer’s decision to aban 


don the project was formally made on November 9, 1960 
(PX 99, 100; Tr. 3529-30). Events in the interim, however, 
indicated that this decision had already been made in July, 
and that what followed was window-dressing to protect 


99 


Singer’s legal position (Op. 27, 28, 32 


Singer first told Perma’s representatives on Angust 50, 
1965, that it would not market the device unless its standard 
of absolute fail-safety was satisfied (Tr. 725-28). Singer 
next wrote a self-serving letter to Perma on September 9, 
against Perma and falsely stating that, in an effort to de 
termine if the device could be modified to make it market- 
able, Singer would obtain independent evaluation of the 
device by Cornell Aeronautical Laboratory (PX 92). Sig- 
nifi santly, by this date, Singer had already decided not to 
pursue the Cornell proposal (Tr. 3215, 3415; DX 502). At 
the same time, Singer rejected Perma’s offer to work jointly 
with Singer in an effort to add one or more fail-safe fea 
tures (Tr. 729; PX 92 at 2). When Perrino, unaware that 
DiScipio had already approved Singer’s abandonment of 
the Perma program (Tr. 812-14), pressed for the reasons 
his recent fail-safe proposals had evoked no response, 
Person, Vice President DiScipio’s immediate assistant at 
Singer, candidly explained to Perrino, ‘‘Very bluntly, 
Frank, we do not want to be in the brake business. te 


(Tr. 814). 


1965 (with a copy to Singer’s counsel) asserting claims 


34. Singer’s management expressed this most pointedly in PX 
99 dated November 9, 1965, as follows: 
“(T]he product [the anti-skid device] is in a business which is 
not basically attractive for Singer " (PX 99 at 6) 
The reason stated was, 
“it is doubtful whether a controlling position could be attained 
because of the purchasing power and engineering skills of e 
I Ss | 
sig Three [G.M., Ford and Chrysler]... (PX 99 at 8) 
The same reason was set forth in two earlier memoranda written hy 
Singer management in August 1965 (PX &88A at 2; PX 9OA at 4) 
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That decision having been made, Person invite? Perma 
to a meeting if it could satisfy the following definition of 


fail-safe: 


‘We do not regard a device as fail-safe unless failure 
of the device, regardless of cause or probable frequency 
of a particular type of failure, does not impair the 
utility of the underlying system to which it is con- 
nected.’’ 


(PX 104; Tr. 3153). Recognizing the futility of such an 
effort in light of Person’s frank admission of Singer’s real 


»») 


objective, Perrino did not respond (PX 104; Tr. 822, 3303). 


D. Perma’s Damages 


Meanwhile, although others were in the brake business, 
the first electronic anti-skid device did not appear until 
the 1969 model year. In the interim, Singer sat idly on 
the Perma patents, neither returning them, nor licensing 
them, nor taking any steps to exploit the market in which 
Singer, for at least those three years, would have been 
the only competitor. Although Singer now cites low sales 
figures for anti-skid devices manufactured by certain orig- 
inal equipment manufacturers (“‘ORM’’), apparently to 
minimize the scope of the market that existed at the time, 


there is nothing in the record to indicate that the OEM ever 


made any effort to promot their anti-skid devices; indeed, 


ibjeet compels pre isely the oppo 


OOO OOO pri 
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site inference, see DX 700 at 124.°* Specifie evidence in the 
record relating to damages is discussed in greater detail in 
connection with the legal arguments to which it relates, 
Point IT, infra. 


ARGUMENT 
I 


The Trial Court’s Finding that the Parties Intended 
that Singer Use Its Best Efforts to Perfect the Device 
Was Supported by Substantial Evidence. 


The findings of a District Court, sitting without a jury, 
may not be set aside unless ‘‘clearly erroneous,’’ Fep. R. 
Civ. P. 52(a); Zenith Radio Corp. v. Hazeltine Research, 
Inc., 395 U.S. 100, 123 (1969). In applying this test, this 
Court has consistently held that a finding is not ‘clearly 
erroneous’’ where it is supported by ‘‘substantial evi 
dence,’’ e.g., Kennedy Park Homes Ass’n. v. City of Lacka 
wanna, 436 F.2d 108, 112 (2d Cir. 1970), cert «’enied, 401 
U.S. 1010 (1971); Allstate Ins. Co. v. Aetna Casualty d 
Surety Co., 326 F.2d 871, 874 (2d Cir. 1964): Heyman v. 
AR. Winarick, Inc., 325 F.2d 584, 589 (2d Cir. 1963): 
Roman Products Corp. v. DiCrasto Dairy ad Food Prod 
ucts, Inc., 361 F.2d 599, 601 (2d Cir. 1966) (‘‘eredible 
factual basis in the record as a whole’’). 


On the question whether the parties intended that 
Singer use its best efforts to perfect the Perma anti-skid 


36. Ford's “Sure-Track” anti-skid device is described it 
paragraph near the end of its 132-page promotional 
Buying Made Easier” as “‘a tem of sensors, valv 
an electronic control module” which ‘consists of 1 
ponents mounted on a printed circuit board ins 
and filled with a rubber-like padding compound.’ 


are described as “includ/ing] transistors, d 


f Capacit 


sistors,”’ all of which are rea suring] “T1]o ited near 


of the vehicle.”” The only tl ing the prospective 

about what this bewildering agglomeration of 

was intended to do was that its purpose was ‘ 

on wet surfaces, thereby helping to prevent ski g and lo 

trol,” and that, to this end, it “pumps the brakes far more rapi 
than a driver could; it releases the brakes just before lock up 1 
occur and then re-applies them.””. The “Sure Track” was not stand 
equipment on Ford vehicles, see id. at 123. 


device, the trial court received a uaterial evidence re 
lating to the December contract, the negotiations between 
the parties D surrounding circumstances and ex- 
cluded only certain subjective ion testimony whose 
exclusion is discussed below at pp. 51-52. Its finding that 
the parties intended that Singer perfect the device is amply 
supported by this evidence, some ot hich involved the 
testimony of individuals whose credibility the trial court 


alone had the opportunity to judge. 


Singer argues at the outset that the question of intent 


should never have been tried, claiming that it was entitled 


to summary judgment on the ground that as a matter of 


law it had no obligation to perfect the device (S. Br. 15-18). 
Although Perma believes that Judge MacMahon was con 
rect in denying Singer’s motion for summary Judgment 
because, as he held, Singer did have an obligation to use 
its best efforts to bring the prod ict to market, we defer 
consideration of this point to pp. 45 90 mfra, because any 
possible error in Judge MacMahon’s ruling was mooted by 
the subsequent full trial of the very same Issues, as ex 
plained below. 


A. Evidence of the Parties’ Contemporaneous 
Words and Conduct Overwhelmingly Es- 
tablished a Mutual Intent that Singer Solve 
the Problems Which Remained Before the 
Device Was Ready to Be Marketed. 


Despite Judge MacMahon’s ruling that the contract 
obligated Singer to use its best efforts to perfect the de 
vice so as to be able to manufacture and market the prod- 
uct (308 F. Supp. at 748-49) and despite a pretrial order 
that did not contemplate reopening the issue whether the 
parties intended that the contract impose that duty on Sing 
er (R. 102), Singer continued to assert the absence of such 
intent as a complete defense and the issue was fully tried. 
The District Court, so that ‘‘this trial might mark an end 
to this litigation,’ permitted ‘‘extraordinary latitude to 
the defense to prove all that it couid ... as to its defenses 

..’ (Op. 4), including all evidence relevant to the ques- 
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tion of the intent of the parties on entering the December 
contract. Accordingly, the negotiations between the par- 
ties and the circumstances leading up to and surrounding 
the December contract were fully explored at trial. Not 
only were all communications, acts and statements of the 
parties received in evidence, including communications be 
tween them (e.g., DX 197, 409; Tr. 457-58, 473-75, 6098-99), 
but even communications wholly internal to Singer, in the 
form of conversations and memoranda showing their con- 
temporaneous intent, were received (¢.g., DX 191; PX 53, 
59, 120; Tr. 4498-4501, 4502-03). After weighing all of the 
evidence, the District Court correctly found that ‘‘the cir- 
cumstances leading to the signing of the contract’? made 


clear that ‘‘the perfection and marketing of the device was 
the heart of the December 21, 1964 contraet’’ (Op. 88-39) 
and that, accordingly, ‘‘clearly implied in the contract is 


the intention that Singer would use its best efforts to per- 


fect and market the device’? (Op. 38). 


1. The District Court’s Specific Findings and the 
Substantial Evidence in Support Thereof 


Singer concedes that the existence and scope of an im- 
plied obligation is a question of the intent of the parties 
(S. Br. 19-29), and attempts to overcome the overwhelming 
evidence of the parties’ intent by arguing first that the 
trial court found an implied obligation here without consid- 
ering intent (S. Br. 19) and later that the court ‘‘relied on 
only two facts’’ (id. at 26). Both contentions are negated 
by the court’s opinion, which is supported by the evidence 
discussed below. Singer’s real, but disguised, claim is that 
this Court should determine the issue of intent de novo, and 
reverse the trial court’s findings, not because they were 
unsupported by ‘‘substantial evidence’’ but beeause there 
was some evidence in the record which can arguably be said 
to support a different inference. Such a determination is, 
of course, outside the scope of appellate review, Zenith 
Radio Corp. v. Hazeltine Research, Inc., 395 U.S. 100, 123 
(1969). The only question on this appeal is whether the 
trial court’s findings were ‘‘clearly erroneous,’’ and we 
submit that they were not. 
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The opinion of the court below enumerates no less than 


seven distinct factual | its findin as to the parties 
intent: 


‘‘To reiterate what is said in Section V of this opin- 
ion: [1] Perma at the time nt-red the contract 
had a negative balance sheet with a number of large 
outstanding debts, since [2] few of the anti-skid devices 
were sold between June and December 1964. The rea 
son that there were so few sales was that imperfections 
had been discovered in the device. [3] Singer and 
Perma had been working to resolve these imperfee- 
tions. [4] Singer offered its purported engineering 
expertise to perfect the device in return for a contract 
which did not even guarantee a minimum patent 
royalty 


[5] Singer knew that the device was still to be per 
fected for why else would it ve entered into the 
Technical Services Contract with Perma? [6] The 
Singer personnel discovered all of the difficulties which 
prevented any meaningful sales of the deviee under 
the June contract. [7! They knew of the problems 
with the anti-skid and necessarily knew that it had to 
be perfected.’"* 


These findings are overwhelmingly supported by the 
record, 


Perma’s financial plight (point [1]). That Perma in the 
fall of 1964 had a negative cash flow, negative balance sheet 
and large debts it was | le to pay is not disputed on this 
appeal (S. Br. at 7; Tr. 456, 6080; DX 191). Indeed Pet 
rino’s undisputed testimony was that before entering the 


December contract, Perma was on the verge of bankruptey 


37. Op. 39 (numbers 1 
course, additional factual base 
referred to in the opinion but amy 
ample, immediately after the 
ceeded with efforts t 
24-25, supra). Ina 
precisely for 
enter the De 
gineering work (sé 


There were, of 


(Tr. 453-56: PX 59 at 2; DX 191). Clearly Perma was in 


no position to ‘‘pertect the an! kid device for market o1 


its own’? (Op. 16) 


Negligible sales of anti-shid devu hetween June and 


December 1964 due to in rfectio point {[2]) As i 


result of the numerous hardware problems encountered 
with the device (Op. 15; T 153-56, 170 76), between June 


and October, 1964, Singet hipped onlv 500 units to dis- 


tributors (S. Br. 7; DX 191 at 2) and these were prompt 
ly recalled (Tr. 1289) Despite Singer’s expectation ex 
pressed in October that shipments would resume *“‘ by the 
end of October’? (DX 191 at 2), they did not (Tr. 1289, 
1290-91, 1295-96). Moreover, the only additional units 
shipped before December 21, 1964 were 500 replacement 


units which wore themselves recalled shortly (DX 380). 


i} roblen and of the need to 


Singer’s knowledaqe of 
perfect t] lea before ma? tina: and contemporaneous 
aT *" f . Ged rut . 
efforts tt this end (point Ot. [6], {7 1). The problems of 


which Singer’s chief engineer Rome] heeame aware during 


Singer’s experience under the June contract are summa- 


riZé d at Py ye Tan Supra While none of these Vas of suf 
ficient complexity to deter Singer from entering into the 
December contract, they were clear ly engines ring problems, 
not, as Singer now argues, ‘manufacturing specifica- 
tions.’ (S. Br. 27). Nor e these problems ‘thought 


to have been reselved’’ by December, least of all by Singer. 


On the contrary, Singer’s work on these problems was in 
progress at the very time the Trecember contract was signed, 
and continued thereafter. Thus, although Romel was of 
the opinion that a desien change in the cam gear was nec 
essary, he had not made it as of Dee mber 21, 1964 (Op. 


13: Tr. 5530-32). As of Dees mber 4. 1964, Singer did not 


have a solution to the problem of contamination in the 


sensing units and numerous proposed solutions tried there- 


after had been only partly tested by December 21, 1964 
(Tr. 5512-14, 5515-18, 5521-22; DX 234, 256, 242; Tr. 4942- 


38, In fact, it was the design of the cam gear, which Romel d 


If DF, doete? nad the desig f the wear 


principles,” 


55). And two days after th December 21 

signed Rome! sought from Perma advice on the redesig of 
the Perma-Vac to increase its pressu itput WV 65A 
at 2). Robert Kloby, who negotiate he December contract 
on behalf of Singer (Tr. 5892, 6097-98), admitted at trial 
that some of Romel’s attempted solut to the engi 

ing problems discovered under June contract had not 
been ‘‘fully tested by the December contract’? (Tr. 6187 
91); that there were problems with the device in addition 
to those described in his October memorandum to his supe 
riors (Tr. 6170-71); and that he knew as of December 21, 
1964, the device was not fail-safe by Singer’s definition 
(Tr. 6249-50). 


Messrs. Hough and Murphy, the top-level Singer execu- 
tives actively involved in the decision to enter the December 
contract, also had sufficient knowled 


ge of the unsolved 
problems to know that further engineering work by Singer 
wouid be required after December 21, 1964. Shortly prior 
to December 21, when Murphy was ‘‘disquieted’’ by the 


Hill Report (Tr. 5895), he and his immediate superior 
Hough, both of whom had Master’s Degrees in engineering 
(Tr. 5831, 6881), were told of a number of problems which 


Romel had encountered. They were told that no sure 


solution had yet been found for one and that another had 
only been avoided by Romel by lowering the prior ner 
formance standard of the component (Tr. 4499-4500). 
That statement alone certainly told these two masters of 
engineering that perfecting remained to be done. Romel’s 
statement to Hough and Murphy that he lacked access to 
field testing data which might reveal other problems (Tr. 
4502) made it even clearer,” 


39. spec fail fet oth | nel 
leakage from the pressure ite] 
Kloby admitted know 
a car equipped with an < 


6173) 


ul 


40. Even assuming, arqu 
clusively demonstrate actual 
Murphy, Singer is nonetheles 
edge since the corporation is 


S er’ f 0 ‘ r} / I 1 induce 
ment ) ( ! é } f There 
s ¢ nple evid » ti} Singer offer ntinuing and 
panding engin yg Views as ar ment for Per 
to assign its pi 
Kloby was alre: argaining assignment of the pat 
ents in order to } tity allocating additi al engineers to 


the project; this was his response when Perrino complained 


that the problems preventing successful manufacture of 


product had not been solved and that more engineers were 
needed including an automotive engineer (supra at pp. 
16-17; Tr. 453-58, 471-75).* At trial, Klobv admitted that, 


at the time the December contract was entered into, he 
anticipat iat Singer’s engineering staff, vith only as- 
sistance fi Perma, would be making ‘‘continu ign 


changes and improvements in the product’? (T: +-96). 


The terms of the December contract and the ‘echnical 
services contract as evidencing an intent to perfect (point 
[5]). The December contract, alt} vh lacking an express 
statement of the nature of the ob .gation undertaken by 
Singer, contains significant evidence of an intent to per 
fect the anti-skid device. It provided for royalties on sales 
of the device, hut it did not guarantee a minimum rovalty 


agents know, even if they 
their superiors. /n re Mifflir 
(3d Cir. 1941), cert. denied 
v. Loveland Gas ¢ 
| ] 


ditional engineer 
credibility of his 

of the trial court, 2: 
U.S. 100, 122 (196° 
1123, 212/ ¢€2Z 
lieving Kloby on 
testimony tay 
mitted year 

Singer had bee 

tirement and hoped to continue in Sing 
rating medical condition which made it 
work productively (Tr. 6157, 5993). 
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(PX 6OA, 63 at 46). It deferred for one year Singer’s 
obligat‘on to spend money on advertising and promotion 
of the product (PX 60A, §10). Its effectiveness was con- 
ditioned on the simultaneous execution of another contract 
x GOA, Sd(e)) which obligated Perma, tur $9,800 a 
month, to assist Singer ‘‘in the adaptation of the product 
for use on all rakes of automobiles ..., [and] in the con- 
tinuing design and engineering and improvement of the 
product,’? among other things (DX 656 at 3, 4). The 
deferral of Singer’s duty to promote sales of the product 
for one year, conpled with an agreement to pay $9,800 per 
month to Perma for ‘technical assistance’? in the areas 
described, is consistent only with an intent to perfect the 


vroduct.** 


Singer, in an effort to mask the significance of the 
technical services contract to the intent of the parties, 
characterizes the trial court as having ‘‘inferred from this 
that Singer ‘knew the device was still to be perfeeted’ an 
(S. Br. 27 quoting Op. 39). This is simply a misinterpre- 
tation of the court’s opinion, quoted above, p. 34. The 
court below found thar ‘Singer personnel discovered all of 
the difficulties’? and “knew of the problems,’’ not by infer- 
enee from ie Technical Services Vontraec, but on the basis 
of the overwheiming evidence of Singer’s actual experience 
with the device before it bound Perma to ass.st in the solu- 
tion of those problems. 


In a further effort to distort the significance of the 


‘ 


Technical Services Contract, Singer argues that ‘‘Perma’s 
personnel resources did not begin to match the lengthy 
program and large, qualified staff which Goor called for” 
(S. Br. 27, emphasis added). Perma was not in any event 
required to perform the engineering services necessary to 


perfect the device, but, ‘Sat the request of Singer, [to] 


render technical assistance to Singer’’ with respect thereto 


$2 ver’s own attorneys so interpreted these contract provi- 
ions \ interpretation suited the theory of the case on which 
they were then proceeding: “Obvicusly it was contemplated that 
msiderable time would be spent after the contract was entered into 


ting to pertect the device ” (R. 55 at 13-14; see pp 39- 


(DX 656 at 3, emphasis added). Kloby admitted at 
trial that Singer entered the contract relying on its own 
engineering efforts and would not be looking to Perma for 
anything but assistance (supra at pp. 20, 37). To the ex- 
tent that Singer interprets a self-serving memorandum 
Kloby wrote his superiors as an indication that Singer’s 
responsibilities would be passed off on Perma (DX 191 at 
1: see S. Br, 27), the inference is precluded by Kloby’s 
own words and conduct in negotiations with Perma (Tr. 
53-58, 471-75). The scope of the Goor program, although 
exaggerated by Singer on appeal, was not only well within 
Singer’s capabilities but reasonably close to the amount 
of money, number of employees and length of time Singer 
itself projected for bringing the Perma device to market, 


) 
o, Supra, 


This evidence was not, then, inconsistent with the trial 
court’s interpretation of the Technical Services Contract. 
In an attempt to make it so, Singer argues that what the 
Technical Services Contract contemplated was not that 
engineering work would be done by Singer but that ‘the 
technical expertise of Perma would be available to Singer 
for improving its manufac uring methods’? (S. Br. 27). 
How Perma, which had neve’ manufactured anything (Tr. 
1389), was in a position to “improve”? the manufacturing 


methods of a billion dollar diversified company with Sing 


er’s more than a century of experience ts not explained 
(PX 144 at 4. 30,38: PX ISA at 3); nor does Singer peint to 


any contemporaneous words ‘ONL f her party as 


evidence of this improbable interpretation. Instead, Singer 


relies on a legal argument in a memorandum of law sub 


mitted at an earlier stage of this litigation, which it char 
acterizes as an ‘‘admission’’ by Perma that nething more 
than manufacturing advice was contemplated (S. Br. 27). 
The arguments of counsel in support of an alternative 
theory of the case during early pre-trial proceedings are, 


of course, nothing of the sort.” If they were, however, 


Singer’s ‘admissions’? are at least equally probative, and 


{ 


$3, This point is di r er detail in rest eto Si 
other clans of “admission 
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Singer, in its memorandum of law submitted to Judge Mac- 
Mahon, stated that 


“Obviously, it was contemplated that considerable 
time would be spent after the contract was entered into 
in attempting to perfect the device .. . and that is why 
paragraph 10 [deferring Singer’s duty to promote 
sales until 1966] is based on the assumption that Singer 
would not be in a position to manufacture, market, and 
exploit the product until 1966.’’** 


2. Singer’s Distortion of the Contemporaneous 
Words and Conduct of the Parties 


Singer, in an effort to persuade this Court to substitute 
its judgment of the weight of the evidence for that of the 
trial court, has ignored the principal facts supporting its 
findings, and instead tries to torture a different ‘intent 
of the parties’? from a highly selective catalogue of their 
‘words and conduct.’? Not all of the ‘‘words and con- 
duct”? cited are contemporaneous, and not all are matters 
admissible on the issue of intent. We deal with the specific 
matters relied on by Singer in the order in which they are 
discussed by Singer (S. I 


“Singer’s Wor2?: and Conduct” 


1. Although Kloby did indeed predict on October 21 
that ‘‘shipments should resume before the end of October’’ 
(S. Br. 22), they in fact did not, and the few shipments 


The same memorandum con 


of December 21, 1964 no marketable units which could 
| 


be shipped and no via ile component parts trom which new units 


could have been manufactured were in existence.” Jd. at 12 
and that 
‘ ‘units’ were known to be unmarketable at the time the 
contract was entered into.” Jd. at 13 
and argued that Singer’s 
“duties _ were clearly confined to testing, removing and 
curing defects known to exist and attempting to produce a 
irketable product in cooperation with Perma.” I/d. at 14 
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made thereafter also were promptly recalled (supra at 
p. 35). Kloby’s unwarranted optimism in October thus 
does not vitiate his knowledge on December 21, 1964 of 
the problems that then remained unsolved. 


2. Although Hough in his December 11 memorandum 
predicted sales of 50,000 units in 1960 (5. Br. 22 citing 
PX 59), he acknowledged that problems previously en- 
countered had prevented meaningful shipment of product 
to date and driven Perma to the edge of bankruptey and, 
significantly, did not make any claim that such problems 
had been solved (PX 59 at 2). Within days of writing this 
memorandum, Hough met with Romel for a technical evalu- 
ation of the product, and learned of several problems for 
which a variety of solutions were only beginning to be 
tested, a separate problem which Romel told him he had 
not solved but had only avoided, and the possibility of ad- 
ditional then undetected problems because Romel lacked 
aecess to field testing information (see pp. 13n. 12, 36, sw 
pra). Thus, if 50,000 units were not skipped precisely by 
the end of 1965, it was because of a lack of realism in Sing- 
er’s predictions, not a lack of intent to pertect the device. 
Interestingly, the same December 11 memorandum from 
Hough to Kircher shows that Hough’s estimate of the cost 
of perfecting the product was not significantly different 
from Goor’s, although it is true that the quality of work he 


envisaged was not ‘‘remotely similar’’ to that deseribed by 


Goor (see pp. 22-27, supra). 


3. Although Romel did indeed boast to his superior of 
his success in resolving ‘‘all of the known problems’’ with 
the device (S. Br. 22), that is far from all he told Hough, 
who as a better qualified engineer than Romel, knew better. 
Hough had already been told of untested changes in compo- 
nents, unsolved problems, and Romel’s lack of access to 
field testing data, and at this very time saw the Hill Re- 
port (Tr. 6907), from all of which the need for further 
perfection and testing was one inescapable conclusion. 


4.and8. Although Singer was abie to find a distributor 
(Monitor) willing to guarantee the number of units it 


would ‘‘take’’ during 1965, t] cpressly provided 


that Singer was under no commitment to deliver any num 


ber of units and would 11 

so (PX 64, $13 at 10). 

able bargain with i 

inference that >} 

the number of u 

year. Moreover, the 

spend on aies promotvion 

proportion to Singer’s fai! 

‘2 at 3). More probativ 

avoided obligating itself C1 money 1 sal promo 


tion until 1966 (PX 60.4, 


5. Singer next argu 
vestment of $1.4 million 
ducement for it to enter the 
design was contemplated whicl iid have rendered that 
inventory obsolete, However, y knev * the need 
to change the Perma-Vuae befor it ent into the De 
ecember contract, as is demonstrated bot! ts knowledge 
of the incorporation of dise a f-adjusting brakes on 
new model cars (PX 57 at - Tr, 4419-20) and Ron el’s 
asking for redesign suggestions to increase Perma Vac 
pressure only two days after the December contract (PX 
653A at 2).” 


6. Singer’s claim that it ‘resumed production”’ after 
the December contract is based on Romel’s single state- 
ment that ‘‘production or as embly’’ was resumed ‘‘a 
couple of days, maybe a week’? thereafter (5. Br, 2s citing 
Tr. 4517). He was not asked whether such assembly was 


for purposes ol testing his reeent hardware modifications. 


Kloby’s lysis of t! | ! 1 i l r mdert 
arket, rath than merely 1 nu ire, the oauct, porte 
“efter 50.000) unit risk lement | rel itively 
191 at 5). 


the entire 
of the Perma 
inventor 


yiston spring 
] ; 


vent, 1 t] diately after December 
21, 1964, Singer wi isking na for design changes (PX 
65A at 2); making changes on own (pressure switch) 


and continuing tes hang made only days before (gear 
box and sensing unit) | tat vp. 17-18). 

relied on by 

to be no 


tion to a factory man- 


ager to spend 1 . than necessary, for that is how it 


was responded t : X 63). Moreover, a portion of 
Phelps’ letter, moted by Singer, recognized that the 
product was not } satisfactory, warning against the use 
of Singer’s name th m ‘‘until [you are] satisfied prod- 
uct warrants use of name’’ (PX 62). In any event, assum 
ing that the million-dollar commitment referred to in 
Phelps’ letter was the same as that in Torello’s December 

orandum, he too cont mplated that Singer would 
spend at least $806,000 in 1965 in modifying anti-skid 

ymponents, technical ser ices and start 
vith PX 120). 


“Perma’s Words and Conduct” 


The extent to which Singer must strain to support its 
theory of intent is nowhere more strikingly illustrated than 
in the section captioned ‘*Perma’s words and eonduet”’ 
(S. Br. 24-26). Although the ten numbered paragraphs 
create the illusion of quantity, only three of the items listed 
relate to contemporancous words and conduct (972, 3 and 
4). and two of these are the hearsay statements of a dead 
man. The remaining ‘‘words and conduct’’ are either al- 
together outside th relevant period (W971, 5) or consist 
of legal arguments at various stages of this litigation, 
which Singer, for want of any other record support for its 


position, trie ture imto ‘admissions’? ({/ 6-10). 


1. Singer argues that since Perma, in late 1963, had 
ordered 50,000 units from Worcester, it ‘did not come to 
Singer for assistance in redesign’? (5. Br. 24). There is, 


of course, substantial testimony that as a result of the 


numerous problems encount« at Worcester in the at- 
temp ed conversion from }) Vy to mass production, 
Perma sought from Sing and the latter offered its ex- 
pertise in this area (supra at pp. 9-11). In any event, what- 
ever the parties thought when they came together initially 
in February, 1964, does not cast light , let alone deter- 
mine, what they intended ten months later when the need 
to perfect the product was apparent to all (supra at pp. 17- 


18). 


29. The ‘fail-safe feature’? designed by Perrino and 
referred to in the film satisfied his understanding of the 
term ‘‘fail-safe,’’ although not the criterion of absolute 
fail-safety enunciated by Singer after it decided to get out 
cf the brake business (see pp. 10 n.9 and 28-380 supra). The 
evidence was overwhelming that Singer knew, before De 
cember 21, 1964, that the existing fail-safe features did not 
make the device absolutely fail-safe (see pp. 14-16 supra). 


3 & 4. Perma’s marketing vice president, Sam Karp, 
is quoted on the subject of an advertising program and the 
alleged state of production in November and December 1964 
to indicate Perma’s supposed intent to market product im- 
mediately. Unfortunately, Karp died long before trial and 
could not be examined as to the extraordinary inaccuracy 
of the statements relied on by Singer such as ‘‘ product is in 
high production’? (when there was none) and ‘‘quality and 
performance is great’? (when Singer itself knew the con- 
trary) (see pp. 16-19 supra). 


5. The exeerpt from Perma’s February 1965 letter to 
its shareholders describing its expectations that royalties 
were anticipated ‘‘in the near future’’ is searcely deter 
minative of intent two months earlier. ‘‘In the near 
future’’ is certainly not inconsistent with a need to perfect 


in the interim, and the very indefiniteness of the phrase 


47 See al he opinion 


Singer motion for summary 
“it is perfectly obvious fror 
the defendant [Singer] « 
the product was failsafe 


66 Civ. 665 (S.D.N.¥ 
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is underscored by the fact that no attempt was made in the 
letter to project an amount of royalties to be realized 
in 1965, 1966 or 1967 (DX 409). 


6. However artlessly, the complaint herein did allege 
a cause of action for breach of the December contract. That 
it was not a model of clarity as to the details of that breach 
did not make it any less ‘‘a short and plain statement of 
the claim showing that the pleader is entitled to relief,’’ 
Fep. R. Crv. P. 8(a), and Judge Bryan so held (R. 18 at 
15). That Perma, at earlier stages of this case, also 
demanded ‘‘relief in the alternative or of several different 
types,’’ Fev. R. Crv. P. 8(a), is irrevelant; from and after 
Judge MacMahon’s decision, Singer was under no illusions 
as to Perma’s theory of the case. 


7-9. Singer quotes an earlier legal theory of Perma’s 
from an affidavit and a ctatement under Rule 9(g)** sub- 
mitted by Perma in 1969 in opposition to Singer’s second 
motion for summary judgment and from a 1971 memoran 
dum of law.*® Elsewhere in its brief on appeal, Singer 
characterizes the argument in these three documents as 
‘‘binding admissions’’ (S. Br. 18). None of them is any- 
thing of the sort, and none of them is probative on the 
issue of the intent of the parties at the time the December 
contract was entered into. 


The quoted portion of Perrino’s affidavit was properly 
characterized by Judge MacMahon as nothing more than 
308 F.Supp. at 748, n. 15. 


an ‘‘argumentative conclusion,’’ 
48. General Rules of the Southern and Eastern Districts of New 


York. 


49. Perma’s memorandum of 
its brief, although not the same as it q 
presses the same legal the ory However, it ¢ 
implies, as an expression of a contention 
but to summarize the theory it had espoused 
two years earlier. In selectively quoting fro 
Singer misleadingly omits reference to the fact 


expressly stated its “abandonment of its [former 


contention [to be advanced] at trial” (R. 171 at & 
excerpts from this memorandum are even fartl 
“binding admissions” than those in the earlier memorandum. 


Such statements, 


are **not in any s¢ 


1059 (Chadbou 


1969 th 


changed 


"°62 at 630 (2d ed. 


ith **formality and conclu 


siveness,’’ they will not bind a party. Berner v. British 
Commonwealth Pacific . irlines Ltd., 346 "2d 532 (2d Cir. 


1965). cert. denied, 382 U.S. 983 (1966 ‘The doctrine of 


judicial admissions has never beet | to counsel’s 


statements of his conceptlol of the S theory 


ease.’’ New Am dam Casualty Co. v. Waller, 323 F.2d 
90 (4th Cir.), cert. denied, 376 U.S. 965 (1968). Aecord- 


wemorandum are 
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not judicial admissions, viewed as 
Taylor v. Allis-Chalmers Mfg. Co., 320 F. 
(E.D. Pa. 1969), aff’d per curiam, 436 F.2 
1970) (pre-trial memorandum). 


There are equally persuasive reasons for 
the doctrine of judicial admissions to the Ru 
ment of a party opposing summary judg 
requires the party moving for summary 
the material facts as to which it contends 
genuine issue to be tried’’; the opposing party, 
required to state those facts ‘tas to which it 


that there exists a genuine issue to be tried’”’ 


‘All materiat facts set forth 
quire d to be served by the moving } 
to be aamitted unless controverti 
required to be served by the Op} 


Perma’s Rule 9{g) statement expressly 
iroverted the facts claimed by 
summary judgment (R. 51 at 1). 
very terms, it admitted nothing. 


Finally, of course, if the intent of the p: 
December, 1964, contract were to be proved hy 
ments advanced by their counsel years later, Sing 
mission’’ that 


sé 


. it was contemplated that considerable time wou 
be spent after the contract was entered into in attemp 
ing to perfect the device ... and that is why para 
graph 10 [deferring Singer’s duty to promote sales 
until 1966] is based on the assumption that Singer 
would not be in a position to manufacture, market, 
and exploit the product until 1966. 


(R. 55 at 13-14, emphasis added) stands on at 


footing with any position Perma may have taken. 


jl lgment 

observat on q 

position as an atter pted “reversior 
defenses of merit were forteited by a mi 
tuous procedural paths.” Jd. at 
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10. Finally, Singer quotes Perrino out of context in 
support of the conclusion ‘that in December, 1964, he did 
not have in mind any 15-month development program’’ 
(‘S. Br. 26). As we have already pointed out, pp 
supra, perfection of the device did not in ¢ ; ‘nt require 
a ‘'15-month development program,”’ at, of course, 
none of the parties had that in mind. Perrino’s testimony 
that his invention was ‘‘workable, usable and marketable”’ 
clearly referred not to mass-produced units, but to hand- 
made prototypes (Ty. 1351-53). That is why ne was able to 
testify that the ‘‘desiqn’’ was ready for mass production 
but that the hardware had not, as of December 21, 1964, 
been successfully converted from prototype to mass pro 
duction (Tr. 1353). This essential distinction between the 
design of an invention as embodied in a hand le sample 
and the design as modified to permit mass production is 
conveniently ignored by Singer. 


From the foregoing discussion, it is clear that none of 
the evidence of the words and conduct of the parti s cited 
by Singer shows the findings of the District Court to be 
clearly erroneous, and most of it, when placed in context, 


actually supports those findings. 


B. Judge MacMahon’s Denial of Summary Judgment 
Was Correct, and His Ruling Is in any Event 
Mooted by the Subsequent Full Trial of the Issues. 


Singer’: second motion for summary judgment, denial 
of which is here appealed from, sought a ruling that, as a 
matter of law, the December 21 contract did not impose 
upon Singer an obligation to perfect the Perma anti skid 
device. Judge MacMahon agreed with Judge Bryan that 
the contract ‘‘neither permits Singer to sit idly until 1966 


nor requires it to start manufacturing or shipping at once 
... [but] obligates Singer to use its best efforts to man 


ufacture and market the product,’’ 508 F.Supp. at 748. He 
then held that ‘‘ ‘Tbe tt fforts’, like ‘reasonable care,’ is a 


49 


term which necessarily takes 11 meaning from the circum- 


stances’”* and defined it as follows: 


‘¢ +hest efforts’ here meat that Singer was required 
to continue collaborating with Perma for a reasonable 
length of time in a goo | faith ffort to solve the prob 


lems then preventing marketing of the product.”’ 


Whether Singer’s performance met that standard was 
clearly an issue of fact for trial, see 308 F.Supp. at 749, 
but Judge MacMahon, ve Bryan before him, found 
the existence of Singer’s iat <o clear that he did not 
consider this to be one of the issues of fact remaining for 
trial. 


Singer now s : reversal of Judge MaecMahon’s rul 
ing on the existence ft hligation and asks this Court 
to hold as a ma t | hat th was » such obligation, 
on the basis ( la ’s supposed **adm sions’’ that Singer 
had no duty 0 e 1 produc We have already 
pointed out tha © statements on which Singer relies 


do not rise to the dignity of judicial admissions and are in 


any event con i d | inger’s own conces ion that 1 
did contemplate perf ng tl vie ee pp. 39-40, 17 su 
pra, If this material is en any considera 

the most that 11 ws at, at the time of Judge 
Mahon’s ruling, the issue whether the parti intended 
Singer to use its bes fort. to 7 ‘cet the devi turned 
on questions fact requiring tri: That very issue was 
in fact fully 1¢ ef Judge Duffy, and the existence 
the obligation ov: r tablished, as set forth in 
point A, Je ] Therefore, if Judge MacMahon 


erred in holding, on t] cord | re him the contract 


obligated Singer to 1 
any such error wa 


the fact of the party 


This point is nowher 

Reback v. Story Productions, ' ; 

N.Y.S.2d 520 (1st Dep’t 1959), aff’g 15 Mise.2d 681, 181 
N.Y.S.2d 980 (Sup. Ct. N.1 958), the facts and holding 
of which are inaccurately st; | y | ver, S. Br. 20-21. In 
that case the seller of certain liter .ry yperty rights sued 
the buyer for failure to exploit the .ights conveyed, on the 
theory tuat the contract im] ed an implied obligation on 
the buyer. The buy: pleaded by way ot iflirmative defense 


that its only contractual obligation was to pay the pure hase 


ywrice. The plaintiff then moved list f defense for 


le ol insufficiency, seeking a detern 

matter of law that the contract 

specific obligations on the buyer, luding, for example, 
the obligation to produce a moti icture. Special Term 
denied the motion, fir iw that alt wh i int plied obli 
gation ex) SCOTM mr ‘ ! ial, IS1 N.Y 20 
at 983.°* The Appellate Di . but defined the 
issues for trial to include the ex he implied obh 
gation as well as its scope, 195 a i 292 quoted in 
S. Br. at 21. Thus, al rt he lov construed 
the contract a IMposing vi . , lve Mae 
Mahon did here, the appellat uw ri wlopt an 
opposite reading as a matter of law, : r isks this 
<) { lo; it held only that the question ré maimed for 
* al. If, in this case, Judge Ma : n’s cetermination of 
he existence of Singer’s imp! tig was likewise 
‘‘premature,’’ the only conseq! : i issue 
should have heen tried, and 1 , thi had its day 
in court on the issue of intent, and car ape the con 
sequences on the basis of ain error by which 


it was not prejudiced in ¢ 
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ant’s 1m 
a moti 


to use. 
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C. The Trial Court Properly Excluded Singer’s 
Proffered Evidence of the Subjective Beliefs of 
Individual Witnesses as to the Parties’ Intent. 


Where the intent of the part to a writ ont t 
does not clearly appeat ' : ‘ 
Un il co st lo ) ( ) leading up to 
surroundin ( tion, to tl factual 1 ‘ 
of intent. 4 Wrst ( sscts (3d ed. 1961), §601 at 
310-11: see gener paid 623. 629, 630. Williston s a 
rizes the nd of evider } iy properly be « ynsid 
ered: 

This ext evidence may t e form 0 oral 
unc til 1 ol evo e eondue ot the 
party I rt ‘ 0 ina ure nd 
i pert cu ! il dant pon tl ral 
ition.’ 

The issi of 1 int is full ied here, and 


1) ati 1] nial \¢ ( mK 1 
vant » the ra | ) o tl 
c Cor 
Co ? y 
Ii ( ) 19 
r/ 
) ( t 
1! ‘ { i 
plied 
ilere ( 1 I 
re ent 1 
tie $27 | 1, 2 ro l 
I ir t re bee ( { 1 d. and 
reje | | { t 1 finding i 
plied agt ‘ f their 
ord ind ¢ re r n inte ( nh 
Wood v. | F ( 2 x8, 118 214 (1917 
Applying ‘ , ( t ‘ e ¢ r r npel the of 
pe ite conclusion 
« ‘ 
“~~ ~ ‘ 
\ i 
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December contract,’ the only evidence whose exclusion is 
complained of relates entirely to the then unexpressed sub- 
jective beliefs of individual witnesses (S. Br. 28-29). In 
support of its argument ‘Nat this evidence should have 
been received, Singer :.-.ie* om only two cases (S. Br. 29), 
neither of which involves either a bilateral contract or an 
implied obligation of any kind. Epstein v. Cuba, 25 App. 
Div. 2d 680, 268 N.Y.S.2d 947 (2d Dept. 1966), involved 
a question of a depositor’s donative intent on the creation 
of a joint savings account and Sowalsky v. E, F. Mac- 
Donald Stamp Co., 31 App. Div. 2d 582, 294 N.Y.S.2d 
1016 (3d Dept. 1968) involved a question of a landlord’s 
intent when he performed the unilateral act of accepting 
an envelope from a hold-over tenant. Neither of these 
eases is relevant to the determination of intent of the 
parties to a written contract. The issue is not one of evi- 
denc-. but of substantive law, see 7 Wicmore, KvipENCE 
§1967 (3d ed. 1940); 4 Wituiston, Conrracts S610B at 
532-33 (3d ed. 1961). Singer cites no case suggesting that 
the subjective beliefs of individual witnesses are relevant 
or admissible for this purpose, ind the law is to the con- 
trary, Mencher v. Weiss, 306 N. 1, 7-8, 114 N.E. 2d 177 
(1953). 


The present expression of reconstructed and previously 
unexpressed subjective belieis ten years after the event is 
of little probative value under any circumstances.” Here, 
where the intent of the parties was overwhelmingly estab 
lished by the evidence of their contemporaneous W rds 
and conduct (supra at pp. 32-48), the exclusion of testi 
mony concerning the past state of mind of individuals was 
well within the District Court’s discretion, 


56. Where, as here, the contracting parties are corporations, the 
wisdom of the traditional rule is party ularly apparent If subjective 


evidence were relev; at, whose belief should control: the senior ex- 
ecutive who has limited knowledge of the relevant circumstances who 
approves the contract in principle (Hough), the middle-management 
executive with greater personal knowledge who negotiates the con 
tract (Kloby), or the employee who is charged with the re sponsibility 
for getting the facts but does not 4 pate in the negotiations 
(Romel)? Interestingly, Singer did n ven attempt to elicit the 
beliefs held by its negotiator Robert Kloby in December, 1964 (Tr. 
5892, 6097-98, 6098-6110a). 
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D. Singer’s Breach Is Not Excused by Virtue of 
Its Argument that the Perma Device Did Not 
Meet Singer’s Standard of Absolute Fail-Safety. 


Despite the rejection of Singer’s definition of fail-safety 
by the automotive industry, its own expert and the trial 
court (Op. 26, 36-37; supra at pp. 21, n. 99, 28-30; Tr. 2583- 
85, 7111-12), Singer continues to urge its applicability to 
the Perma device. The argument advanced on appeal is 
that the anti-skid devices of the original equipment manu- 
facturers (““OEM’’) were ‘‘inherently more reliable than’’ 
what Singer characterized as Perma’s ‘‘add-on aftermarket 
device’”’ and for this reason the Perma device should have 
to meet Singer’s absolute standard of fail-safety (5. Br. 
30, 31). Singer’s argument rests on a misstatement of the 
record below and on the wholly unsupported assumption 
that different standards of marketability were established 
at trial for the ‘‘original equipment’’ and ‘‘aftermarket”’ 
segments of the automotive industry. 


1. Singer’s Misstatement of the Record 


Singer’s claim rests in part on the erroneous statement, 
for which no record reference is given, that the evidence es- 
tablished that, unlike the Perma system, the OEM systems 
‘(were designed for installation in a specifle make of car”’ 
and were thus ‘inherently more reliable’? (S. Br. 30). 
However, the evidence established just the opposite. The 
Kelsey Hayes ce vice was designed for installation on the 
following different makes and models: Mereury, Thunder 
bird, Lincoln Continental, Mark IT] and Mark IV ears (Ct. 
X 6 at 1 and at 8, 10, 11 of Ex. A thereto; PX 321 at 16% 
Tr, 2297, see Tr. 2655). The Bendix device was designed 
for installation as a 4-wheel contrel on the Chrysler-Im- 
perial and as a 2 wheel control on the Travelall, a vehicle 
built by International Harvester (Ct. X 6 at 1 avd at 8, 
10 of Ex. A thereto; Tr. 6379-81, 6999-7000, 7002-03). The 
General Motors device was designed for in stallation on the 
Cadillac Eldorado, the Cadillac, the Oldsmobil Toronado 
and the Buick Riviera (Ct. X 6 at 1 and at 8, 10, ia MR f 
Ex. A thereto; Tr. 6386-87). In short these devices, like 


14 


Perma’s, were designed for installation on a number of 
different cars. Moreover, the testimony of the only witness 
through whom Singer sought to prove that the Perma 
device was less reliable than those later made by the OEM, 
ert Stanley MacDuff, was rejected by the trial court 
from impartial,’? ‘‘suspect’? and otherwise 


worthy of belief*? (Op, 43-44), and those findings are not 


challenged on this appeal. 


Lacking evidentiary support for its claim, Singe) 


resorts instead to neculation. With not a single record 


reference, Singer asserts that the OFM devices were in 
stalled ‘‘in the factory .. . subject to all of the quality 
control and inspection which manufacturers employ’’ 
whereas “in the aftermarket at which the Perma device 
was aimed... installation would be by mechanics of ques- 
tic nable CX perience ant without the resources for inspection 
and testing available at the factory’? (S. Br. 36). There 
is not a scintilla of evidence in support of this conjecture. 
Singer’s trial attorneys simply never sought to prove what 
kind of q iality control or inspection techniques exis either 


in the f j f the OFM or in the aftermarket; sor did 
thes ee] ) {f ayy proot a to the level ot ‘Xp rtise 
required install ¢ i .t an anti-skid device. In short, 


t trial established the substantial similarity 
those later marketed by the OEM 
nodulater that is moved by vacuum 

it 12, 13: 155 at 5-58; 156 at °-60 
vdraulic fluid and closes a check ,alve 
| ls in a rvthmic manner 
id., Tr. 7025-28, 7096 
each employ sucl mechanical 
valves, bleeder holes, filters, | 
eals (PX 121 at 12, 13 
» principal difference between the 
Perma sensing unit is electro- 
, using as a classical governor with an 
overriding u ect . 8-13), while the OEM devices, de 
veloped lat , Use framile electronic components (PX 154 at 23; 
‘ 228 » control module to direct the release and reapplication 
ih MacDuff on direct exan:mation pointed te 
numerous 1 wl ic] | Ss laimed I ade the Perma device le Ss Tre 
liable than tl AY a +s, on cross-examination he admitted that 
the OEM devices were subject to precise he same failures as the 
Perma device (see, Tr. 7068-609, 7087, 7101-12) 


LY 


the argument here raised for the first time rests solely on 


the imagination of Singer’s appellate attorneys. 


In an effort to supply some support for its argument, 
Singer misstates part of Goor’s testimony and distorts 
the remaindet it purports 10 quote. As part of the pre 
trial proceedings herein, Singer was required to furnish 
Perma with a statement of the particular characteristics 
of the anti-skid device wl ich it Claimed made the device 
unmarketable (PX 122 at 4; Tr. 2548-90). Plaintiff’s expert 
Goor, when asked whether he agreed with Singer’s con 
tention that 

“The Perma system could not as intended by the in- 

ventor to [sic] be safely and properly integrated into 

the different braking systems of a broad variety of 
vehicle makes and models under the range of environ- 
mental brake systein conditions reasonably to be ex 


pected’”’ (Tr. 2567-68), 


testified in a manner quite contrary to that attributed to 
him by Singer. He did not t tify simply ‘*T really don’t 
think I can answer,’’? as Singer purports to quote him &s 
saying (S. Br. 30); what he said was: ‘With proper effort 
it probably could, but | really don’t—ean't say’? (Tr. 2068, 


emphasis added). The qu sstion and answer do not even 


relate to fail-satets but to whether the Perma device was 
adaptable to all vehicle makes and models. As to that, 
Goor was saying no more than that he could not express 
a definitive opiniol without acti ally testh Vv the device on 
numerous different cars. His expert judgment, however, 
was tuat the Perma device probably could be integrated 
into such different cars, and that 1s the portion of his 


testimony which Singer misleading! omits. 


Singer’s remaining quotation from the reeord, although 
disguised to appear as evidence, wa nothing of the kind. 
The subject matter of the question put to Ge Was another 
of Singer’s contentions, as follows: 


‘‘Tnstallation of the device on vehicles ly persons 
other than the original manufacturers of the vehicles 
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resulted in unreasonable hazards to the users of the 
vebicle.’’ (Tr. 2572) 


Because agreement or disagreement with this contention 
would necessarily involve speculation as to the qualifica- 
tions of OEM and aftermarket personnel, the question 
asked of Goor was posed as follows: 


‘‘T gather you can’t express an opinion on that state- 


ment?’’ (Tr. 2572) 


The Court then stated ‘‘How can he?’’ and Goor testified 
“T really cannot’? (Tr. 2572). Certainly Singer cannot 
now substitute this collective acknowledgment that the 
question ealled for speculation by the witness for its failure 
to introduce evidence concerning the qualifications of me- 
chanics in ihe »ftermarket, the degree of difficulty involved 
in installation of anu-skid devices or ihe unfeasibility of 


preparing easily understood installation instructions. 


z. The Automotive Industry’s Standard of Fail-Safety 


Singer’s claim that aftermarket products must satisfy 
its absolute standard of fail-safety (S. Br. 31)—which it 
concedes is not applicable to the original equipment seg 
ment of , industry (S. Br. 8€)—is contradicted by the 
record, The extensive evidence on the degree of fail-safety 
which must be incorperated into an anti-skid device to 
make it marketable clearly established the existence of a 
single standard applicable to the automotive industry as 
a whole (Tr. 2448-51, 2480-81, 2483-84, 2320-21 (Goor) ; 
Tr. 6700-01, 6705, 6708-09 (MacDuff)). The criteria for 


marketability developed by Goor at Kelsey Hayes were 


clearly not limited to the products of the original equip- 


ment manufacturers. On the contrary, he testified that an 
anti-skid deviee which satisfied the criteria he had enu- 
merated ‘*would be marketable generally in the automobile 
industry’? (Tr. 2450-51, emphasis added).®* Indeed, at 


The fail-safe criterion which Goor testified applied “enerally 
in the automobile industry” was that an anti-skid device must be 
equipped with a time-delay switch or valve which was designed to by- 
pass the device and restore normal braking if the modulator dia- 
phragm remainc . retracted beyond a pre-determined period (Tr 
2448-51, 2476, 2480-81, 2483-84, 2320-21) 


trial, Singer and its expert MacDuff specifically rejected 
the suggestion that differs ‘riteria of mat ketability might 
apply to the ORM and afterm: rket segments of the auto- 


motive industry (Tr. 6708-09). 


Moreover, » uncontradicted evidence ¢ stablished that 
Singer’s standard of fail-safety was not only unattainable 
but never adopted by any manufacture! of an anti-skid 
device. Goor testified that Singer’s absolute standard had 
never been applied ‘in the a itomobile industry’’ (Tr, 
2584) and that no ‘santi-skid device currently being 
marketed ... meets that standard (Tr. 2585). MacDuff, 
Singer’s own expert, agreed that no anti-skid system then 

- previously marketed satisfied Singer’s definition of fail- 
aki CR. PR yi fact, he coneeded that it was 
virtually impossible to build an anti-skid device to satisty 
that standard (Tr. 6571). Indeed, as the trial court 
observed, ‘*The only mec! ee which might meet 
this test’? is a ‘‘wedge’’—t with no moving parts 
(Op. 36-37). 


Faced with ov rwhelming evidence that its standard of 
fail-safety does not in fact apply to any segment of the 
automotive industry, Singer urges, quite ¢ rroneously, that 
it should nonetheless control, apparently as a matter of 
law, since it ‘Shas been written ito the New York statutes 
with respect to brake systen .’’ (S. Br. 31 citing N.Y. Ven. 
& Trarr. L. (382-b (Mckinney 1970)). That statute, how- 
ever, does no such thing. It simply requires that post 1967 
model cars be equipped with a “dual braking system”’ 
(Message of the Governor on Approving L. 1966 e. 210 
(April 25, 1966), 1966 Session Laws or N.Y. 2987 (Me- 
Kinney 1966)). By definition, the dual braking systems 
in use today do not meet Singer’s standard of fail-safe. 
Singer claims that a braking device must be ‘absolutely 
fail-safe’? (S. Br. 9) and that fail-safe precludes the pos- 


sibility that alfunction ‘‘will cause a partial or total 


loss ot brakes’ 


A single braking system applies braking power to all 


four of a vehicle’s wheels (Tr. 187-89; PX 5A). In a dual 


58 


braking sy stem, each system applies power to only two of 
5») ; Pi I t 
such wheels (Tr. 2845). A loss I he suen si tel 


n obviously 
leaves the vehicle 


and with 
less braking power and efficiency than a t 


functioning single 
braking system. 

Singer’s reliance on the 
event misplaced becaus 
standards, much less the 
components of a braking 
there be two such syst 


other.*” 


3. Singer’s True Reason for Abandoning 


the Perma Device 
Although Singer claims it was the Perma device’s lack 
of fail-safety which led it to abandon its contract (S. Br. 


the evidence establishe tha he device 


eould 
readily have been made fail-safe and that Singer | juite 


different reasons for abandoning it. 


The undisputed testimony of Goor established that all 


that was needed to make the Perma device fail-safe by 


59. The relevant statutory language (none of which 1 


s quoted by 
Singer) provides that car 


i service brake 
ure of an actuating force component 
result in complete loss of braking fu 


L.. $382-b (McKinney 1970) 


Throughout this portion of 
Mac Mahon’s Opmion at 308 | 
“adopted” and “agreed” with S 
Zu; 34 Judge MacMahon, in 
lary judgment, referred to 

ndom House Dictionary of the 
not purport to apply thi 
industry Singer 
definition refer: 
consistent wit 
able standard of fail 
tual matter which was 
cordingly, even assuming 
tion accords with Singer 
this appeal. 
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automotive industry standards was the installation in the 


modulator component of a tinie-delay switch or valve of 


99 56- 


the ty le used by Cul h of the OEM (supra al pp. 21 aay 

fe testified that such devices were simple in design, 
easy to incorporate and well within the state of the engi- 
neering art in 1965 (ibid.). Indeed, a design of one such de- 
vice was furnished to Singe) by Pert ino in November 1965 


but not even al aly zed by Singer’s chief engineer Romel (Tr 
5782-85). That alone is sufficient to demonstrate that Singer 
had already decided to abandon its contract with Perma. 
Moreover, Singer executives never sought to ascertain from 


representatives of the automotive industry what standard 


of fail-safety was req iired (Tr. 3153, 3580, 3586). 


The true reason Singet abandoned the Perma device 
was not because it could not have been made fail safe, but 
because When new Hianagelre nt took over re sponsibility for 
the project in the summer of 1965, they quickly and con 
clusively decided that Singer did not ‘‘want to be in the 
brake business’’ (Tr. 814; see pp. <5 30 supra). As Sing- 
er’s executives stated in inter al memoranda among them- 
selves, “the automotive parts business is not an attractive 
business for Singer’’ and ‘‘it is doubtful whether a con- 
trolling position could be attained because of the purchas- 
ing power and engineering skills of the Big Three’? (PX 
99 at 6 and 8, see PX 88A at 2, PX 90A at 4). As a conse- 
quence, Singer formally abandoned its contract with Perma 


as soon as its executives believed they had constructed a 


plausible argument on which to state they relied. 


60) nit 1) 1 - f \ e President wl issumed 
respot ror the pre t ( art 6,5 oO ule 
the decision to abandon it admitted as a witness tha Singer's decision 
to divest itsel Per | C is not based on a finding that the 


60 


il 


The Admission of Evidence Relating to Computer 
Simulations as Part of the Basis for the Opinion of 
Plaintiff’s Expert Was a Proper Exercise of the Trial 
Court’s Discretion. 


The issue of pertectibility of tl . vice turned 
in part on the credibility of the parties’ respective expert 
witnesses, who reached different con SI alter con 
sidering different factors, compar, e.g., Tr. 2451-56 (Goor) 
wits, Tr. 7976-79, 7885-86, 7913-1 (Rabins). The court 
below, for the reasons stated in its opinion (Op. 
believed the plaintiff’s experts and, after ‘‘viewing all of 
the evidence’’ found ‘‘that the Perma <Anti-Skid Device 
could have been perfected and mace marke 


prop ‘'r engineering work done.”’ (Op. 44). 


Recognizing that questions of credibility are peculiarly 


the province of the trial court,"' Sing r does not, on appeal, 


urge that this finding was erroneous. Rather, it seeks to 


overcome it by the indirect route of attempting to exclude 


evidence of the matters underlying the opinions of plain 


tiff’s experts—specifically, printouts of the results of com- 


puter simulations which formed part of the basis of the 
opinion of plaintiff’s expert Goor in assessing the pel 


fectibility of the Perma device," and exhibits reflecting 


United 


2d 1121, 


Tie ( ) 

1965 

have pr riort 

Steamship Co 

States v. Compania Cubana d 
Cir. 1955) ; Hedger v. Ri 


62. Singer is of course ¢ 
Gsoor's testimony was based 
45), since other bases of 
p Ol, are « 
2477-84, 25 


be low, 
learly documented i 


58, 2564-65 ). 


j 
also 
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the equations and other input data used in the simulation 
Since all of Singer’s arguments against adi 

founded on the erroneous assumptions that 

were bere ‘*offered for the truth ot tl sd 

asserted therein’’ (S. Br. 37) and that pl: 

witnesses were called ‘‘to state the result 

operations’? (id. at 35), a brief examination of 

of the evidence here in issue and the purpose for 

was offered and received is neces ry =e 
Singer’s legal arguments. 


A. The Nature of the Computer Simulation and the 
Purpose for Which the Evidence Was Offered 


Plaintiff’s expert Daniel Goor, who testified as 
automotive industry’s criteria for marketability of an 
skid device based on his experience at [xe lsey Haye 
2443-51, 2717-22), evaluated the Perma device in 
those criteria and expressed the opinion that it 
been made marketable ‘‘if it wasn’t at the tiny 
2476). In reaching this opinion, Goor exainined and rel 
on, among other things, the patents relating to the Perma 


device, diagrams, schematic drawings and models of the 


device and its various components, including proposed fail 


i 


safe modifications; documents ‘lating to defendant’s 
specific criticisms of the device (Tr. 2451-55): and t 
White, Cadillae and Ford reports (Tr. 2467, 2478), whir 
related to actual empirical tests of the Perma anti-skid 
device (PX 19, 21, DX 12, Tr. 354). In addition, Goo 
retained Andre DeVilliers to perform a computer si 

tion of the device. DeVilliers had done previoy 


with computer simulations in the automotive, plast 
aerospace industries (Tr. 2891), specifically in connecti 
with the development of an automotive ant 

while employed at Kelsey-Hayes (Tr. 2456). Goo 
structed DeVilliers to model the Perma unit, 


ASliio 


vehicle model he had developed while at Kelsey-Hayes (11 
2456), and ‘‘simulate a battery of stops through vario 

speeds and various road coefficients’? both with and ly 
out the Perma anti-skid device (Tr. 2457). Goor specitied 


DeVilliers was to simulate, with 


the road surfaces that 
coefficients of friction ranging from that of an iey road 


o! ‘wetted down painted surface’? toa ary concrete road 


(Tr. 2457-59). 


DeVilliers ce eribed the use of a compute! in this con 
text as ‘‘an engineering tool..., much like a slide rule’’ 
(Tr. 2891); ‘‘just a big ealeulator’’ (Tr. 2906; see also 


9989-90: 4179). The elements fed into the computet for 


the purposes of calculation were (1) the ehicle model, a 
system of mathematical equations dese ibing the motion of 
the vehicle (Tr. 2909, 2905-06), derived by applying the 


Runge-Kutta fourth order method of numerical integra 


~OOH) to stat dard equations 


920’s (Tr. 2904) ;° 


tion, a standard process (Tr 
of vehicle dynamics devi loped in the 1 
(2) the Perma model, consisting Of a serie of mathemat cal 
equations (PX 134, 135, Tr. 2986) derived ‘by applying 


the laws of phy <ies to the component of the Perma 


tem’’ (Tr. 2984) as reflected In drawing and other docu 
ments in evidence;"* and (3) ‘ta friction model for the 
road’? (Tr. 2988; PX 143, Tr. 3927). The compute then, 
using the fourth order Runge Kutta numerical integration 
technique (Tr. 2991), carried out the calculations necessary 
to simulate stops on different typ of road rface at the 


speeds specified by (ioor (Tr. ZOS89). While the computa 
tions could theoretically have been done with pene and 


paper, the “myriad nun her of caleulations’’ involved made 


1¢ computer (Tr. 2991). PX 127, 


it more feasible to use 
128 and 129 are printouts of the resalts of those computa- 


tions, ba ed on three alternative hypothese ith respect 
to the gear ratio of the erma device 
The validity of the vehicle mulation had previously 


heen empirically tested Dy DeVilliers in simulations of the 
Kelsey-Hayes anti skid device (Tr. 3021-22; see also 2644). 


64. Tr. 2985 


PX 131 (Tr. 3021 


he 


65. Tr. 2991-93; the meat the colum: eisiay set 


exhibits 1s ¢ x plained at Tr. 2994-5014 
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Although the Perma model could not be empirically vali 
dated because of the unavailability of any functional hard 
ware (Tr. 3022) and the prohibitive expense of attem 

to construct any for experimental purposes (Tr. 

both Goor and DeVilliers were satisfied as to 1 

(Tr. 2655, 3022, 3869), on the basis of their famiulli: 

the Kelsey-Hayes device (Tr, 2655), understanding ol 
scientific principles underlying the Perma systen 
3022) and their own engineering knowledge (Tr. 3877) 
modelling the Perma device, emphasis was on the 
engineering principles involved, not on the dimens! 
individual parts or other such variables which 
readily changed. It was the soundness and viability 
fundamental configuration and +’ e design conve] 
and DeVilliers, with the aid of che computer, 
lyzing (Tr. 2674, 3885). 


The mathematical calculations performed by 
puter in this case were not, then, intend 
world performance of a specific piece of | 
numbers shown on the printouts as ref 
to mathematical problems based on vi 
not mean that a particular piece of han 
the Perma device would achieve a party 


distance in feet under the assumed condition 


The documentary evidence reflecting the results o 


Villiers’ computer analyses were not, then, ‘‘comput 


venerated evidence”’ (Ss, Br. o4, 30 Osn, 39) of 


surveys, summa ies’? (id. at 34); ‘‘analysis of data’’ 
35) or ‘‘representations of a specific device’? (id 
41-44): neither were the printout , as defendant per 
in claiming, ‘‘offered for the truth of the matter being as 
serted therein’’ (id. at 37). This material was offered and 
received as part of the basis of Goor’s expert opinion. 


Neither Goor nor DeVilliers was ‘ta witness [ealled| to 


f 


state the results of the computer’s operations.’’ (S. Br, 35) 
Goor was an expert who testified to his opinion concer 
the marketability of the Perma anti-skid device and d 


closed the bases of that opinion in the manner contempla 
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by Rule 705 of the Federal 
Villiers wa ancether expert wh iuthenticat ; the 


sof that opinion. The ree lis clear and unambiguous 


evid ‘© Al he limited purpose 


for which it was received (Ir. 2462-65; see also 2461). 
The eriteria by hich its admissibility must be measured 
are, then, those applicabl generally 1o ¢ xpert opinion 
testimony and mater al forming the bases thereof. These 


criteria were correctly applied by the court below. 


B. Defendant’s Specific Objections to 
Admissibility Are Without Merit. 


Defendant on appeal advances five argun. nts against 


the admissibility of the evidence relating to the computer 
simulations (S. Br. 32). The one principally relied on, the 
claim that Singer was prejudiced by nondisclosure of the 
program (S. Br. 34-40), is flatly contradicted by the record 
(Point 1 below). Its objections on grounds of hearsay 
(S. Br. 37) and lack of ‘‘foundation’’ (S. Br. 40-44) are 
based on a misconception of both the nature of the evidence 
and the purpose for which it was rec ived (Points 2 and 
4 below). Its argument that the simulations ‘contain 
obvious errors’’ foes not to admit ibility, but to the weight 
of this evidence, a question out ide the scope of appellate 
review (Point 2 pelow), and its final argument, alleged 


lack of pre-trial notice, Is a sham (Point 5 below). 


1. Defendant Was Not Prejudiced by 
Nordisclosure of the Program. 


Singer’s first line of attack on the reception of the com 
puter printouts here involved and the exhibits reflecting 
he inputs is plaintiff’s nondisclosure of ‘the program and 
other foundation materials’? (S. b.. 34).°° In an attempt 
to frame a standard for the admissibility of ‘*computer 
simulation specifically ’ that will result in the exclusion 


\ 


66. Wuat “other tour 
clad. All other tou 
avi ible (Tr. 2970, 2 
for e first time (Tr. 3080) 
first advised of the computer simulation 


of the evidence here involved, Singer argues that such 
evidence must satisfy foundation criteria of admissibility 
applicable to ‘*samples, rvevs, summaries and mathe 

matical computations’’ offered to prove the truth of the 


matter stated (S. Br. 34). It is, however, welt settled that 


the foundation require ment appli ib} to evidel ott red 
substantivel) ao not apply to evidence offered olely to 
demonstrate the basis tot xpert opinion, Weyn.outh wv. 


Colorado Interstate Gas Co., 367 F.2d 84, 91 (oth Cir 
1966): see also United States v. Sowards, 339 F.2d 401, 402 
(10th Wir. 1964); Reid Quebec Paper Sales & Transp. 
Co.. 340 F.2d 34, 38 (2d Cir. 1965); Fen. R. Evin. 703, 705; 
cf. United States v. 421.89 Acres of Land, 465 F.2d 336, 


339 (Sth Cir. 1972). 


The three eases on which Singer rel are therefore 
irrelevant, since all three involved evidence offered to prove 
the tr ith ot t} matter tate ¥ ind none pre ented any 
issue relating to tl ast if expert opinion. United States 
vy. DeGieorag 1°) F.2d S89 (9th Cir. 1969) (S. Br. 34, 35), 


a criminal trial for auto theft, involved computer stored 


busine record of an auto-1 tal « ympany, offered to 
prove that the stolen car h | not been rented during the 
period in question. In United States v. Russo, 480 F.2d 
1228 (6th Cir. 1973), cert. denied, 414 U.S. 1157 (1974) 
(S. Br. 35) i matlfrand Lse, marie ot cor iter 
stored busine record relating to doctors’ clate for 


reimbursement by Miehigan Blue Shield were offered to 
show the number of surgical procedure performed by 
defendants in comparison with those of all doctors in the 
state. United States v. Dioquardi, 428 F.2d 1033, 1058 
(2d Cir.), cert. denied, 400 U.S. 825 (1970) (S. Br. 35), 
where defendants were convicted of fraudulent transfe1 
of the property of a bankrupt meat company, did not in- 
volve business records, but the prosecution offered com- 
puter printouts to show the dates on which the bankrupt’s 


inventory would have been exhausted on a FIFO basis. 


67 The opinions o ommentator cited by Singer (S. Br 
34) are distinguishable in like manne Robert 1 Practitioner's 
Primer on Computer-Generated Eviden 11 U..Cur. L. Rev. 254 

ry 
Das ‘ 
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In all of the three cases cited, computer evidence was in fact 
received without production of the program; none of them 
stands for the proposition that the production of the com- 
puter program is the ‘‘syme qua non for the admission of 
computer-generated evidence’’ (S. Br. 35), even where such 


evide nce is substantive ly oft e re d. 


In the DeGeorgia case, not even computer printouts 
were offered, only the testimony of a witness .s to the 
absence of any transaction involving the subject car, 420 
F.2d at 891. The Government offered ‘‘foundation evi- 
dence as to input procedures,”’’ id. at 898, note 11. The 
concurring opinion, on which defendant primarily relies 
(S. Br. 34), discusses foundation recuirements in greater 
detail, yet nowhere says that laying a foundation requires 
production of the program. In Russo, the Court of Appeals 
for the Sixth Cireuit held that an adequate foundation was 
laid for the admissibility of summaries of computer print- 
outs where qualified experts testified as to the accuracy of 


) 


(1974), repeatedly cited by Singer (S. Br. 34, 36. 37, 38), deals with 
computer-stored business records and other material offered for the 
truth of the matter state’, as does the partial quotation from FEDERAL 
JupictrAL CENTER, MaNUAL FOR COMPLEX  [.ITIGATION 82.717 
(1973), which Singer has altered by addition of the words “(as a 
condition of admissability [sic] )’ (S. Br. 34), which nowhere appear 
in the quoted sentence. Other non-judicial authorities cited in Singer’ 

brief are even nore remote. The documienc referred to as an American 
Bar Association “report’’ was a recommendation of a subcommittee 
of the Committee on Agercy Ratemakins ith respe j 
“data processing machines” in rate-making pr \ vlatory 
agencies, Principles of Introduction Wachi epared Studies 
CER S §5-4.2, Article 2 1‘ ) reinatter cited as “A aching 

Prepared Studies”). The recommendations (which do not appear to 
have been adopted by any federal agency) are not especially directed 
to criteria of admissibility in ad: 


in part to “permit the agency to re 


ary proceedings, and are intended 
seek } Seat ] 
oduce the study with a minimum 


Pp 
of expense,” for general research purposes, id. at 7. The other two 
7 


law review articles cited by Singer strongly support the trial court's 


rulings here. Note, Computer Software: Beyond the Limits of Ex- 
isting Proprietary Protection Policy, 40 Brookiyn L. Rev. 116 
(1973) (S. Br. 35) (recognition of need for legal protection of pro 
prietary interests of authors of computer programs ) ; Note, Computer 
Simulation and Gaming: An Interdisciplinary Survey with a View 
Toward Legal Applications, 24 Svan. L.. Rev. 712 (1972) (S. Br 
32) (use of computer simulations to assist theory constriction, as dis 
tinguished from duplicating real-world performance of a specific 
device). 
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the input and ‘‘the nature of the information which went 
into the machine and upon which its printout was based,”’ 
480 F.2d at 1 precisely the foundation evidence which 
DeVilliers furnished here (Tr. 2964-70, 2984-88, 3926-27, 
PX 132, 133, 133A, 134, 135, 143). Asain, there is no men- 
tion of the program. In Dioguardi, despite the dictum erit- 
icizing the Government’s failure to produce the program 
quoted in S. Br. 35-36, a conviction based on the compater 
evidence admitted without production of the program was 
affirmed on the ground that: 


‘<Ti]t would... be unfair to the trial judge and a waste 
of the time of another judge and jury for us to direct 
a new trial for failure to compel production of the 
program unless there is en appreciable risk that pre] 
udice resulted,”’ 


498 F.2d at 1038, emphasis added. From Singer’s own 
authorities then, it is abundantly clear that even where 
computer generated evidence is offered to prove the truth 
of the matter stated, there is no inflexible requirement that 
the computer program be produced as a condition of ad- 
missibility; rather, the question is whether any prejudice 
resulted from nonproduction. 


Singer has utter!v failed to show that it was In any way 
prejudiced by the nonproduction of the program in this 
ease. Its only attempt to do so, in fifteen pages of argument 
against the admission of the evidence, is a short paragraph 
stating that it ‘‘could not effectively cross-examine De- 
Villiers about the simulations’’ without the program (S. Br. 
37). This claim is flatly contradicted by the record. 


Singer’s argument is expressed in general, conelusory 
language, and refers to ouly one subject on whieh it claims 
the program would provide information essential fo cross- 
examination: ‘‘the logical and analytical assumptions un- 
derlying the computer simulations’? (S. Br. 37). DeVilliers 


was, however, cross-examined at great length en precisely 


what those ‘‘logical and analytical assumptions’? were (Tr. 
3067-86, 3712-3875). The extent of further cross-examina- 
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tion along these lines was accordingly within the discretion 
of the trial court in any event.” 


In particular, Singer cross-examined DeVilliers at 
length about what went into the program—for example, 


whether DeVilliers had considered it appropriate to simu- 
late ‘‘the performance of the adapter gear as a gear mesh- 
ing with another gear’? (Tr. 3725), the ‘‘adapter shaft 

(Tr. 3726), ‘‘freedom of motion of the adapter shaft rela- 
tive to the gears in the gear box (Tr. 3727), ‘‘torsional 
elasticity of the flexible shaft’’ (Tr. 3729), ‘‘wind drag’’ 
(Tr. 3733), ‘‘oscillation of the flexible shaft’’ (Tr: 3756) 


org 


and similar minutiae (e.g., Tr. 3736-41; 3789-91). Produc- 
tion of the program would not, of course, reveal anything 
about the correctness of DeVilliers’ judgment concerning 
what to simulate, and particularly whether those choices 
were cere aged biased to produce results favorable 

Perma’’ (S. Br. 36); it would show only what choices he 
made, an issue on which he testified exhaustively.” Sing- 
er’s point on appeal seems to be precisely this, since it says 


68. United States v. Jenkins, 510 F.2d 495, 500 (2d Cir 
(not an abuse of discretion to curtail cross-examination on issue 
defendant had otherwise “effectively raised’); United States v. 
Mobley, 462 F.2d 69, 71 (2d Cir. 1972) (refusal to re-open cross- 
examination to permit questioning on newly-produced letter tending 
to show bias, where bias had already been inquired into) ; accord, 
United States v. Kahn, 472 F.2d 272, 280-81 (2d Cir.), cert. dented, 
411 U.S. 982 (1973) (speculation that witness could have been 
successfully impeached upon further cross-examination, where other 
evidence corroborated his direct testimony, not sufficient to show 
abuse of discretion) ; Howell v. American Live Stock Ins. Co., 483 
F 2d 1354, 1357-58 (5th Cir. 1973) (questions on cross-examination 
designed to show bias of plaintiff's expert properly excluded ; “pos- 
sibility of undue delay or waste of time” proper factors to consider ) ; 
United States v. DeMarco, 488 F.2d 828, 831 n.8 (2d Cir. 1973) 
(repetition of points already covered). 

69. Singer’s citation of Donaldson v. California, 404 U.S. 968 
(1971), for the provosition that “without the program, neither Singer 
nor the Court could determine if the computer was deliberately pro- 
grammed to generate error” (S. Br. 36), is misleading, for the case 
involved neither computer programs not nies ntiary questions. 
Rather Justice Douglas, dissenting from a denial of certiorart in 
criminal case where the jury selection process was ¢ 
Blacks and Chicanos, argued only that the use oi 


u 


a 
laimed to exclude 
omputer technology 
in jury selection should facilitate the selection of a racially represen- 
tative sample. 
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the program is necessary to det rmine ‘whether all, or 
indeed any, of the data and formulas identified by Pernia 
as input were in fact used by the computer in creating the 
output’? (S. Br. 36)—in other words, whether De Villiers 
was lying about what went into the program and why. 


Singer, however, could easily have tested DeVilliers’ 
credibility in this respect on the basis of evidence already 
in its possession, and cannot now be heard to complain of 
its election not to do so. All of the formulas and numerical 
constants comprising the computer input were In evidence 
(PX 132, 133, 133A, 134, 55. 1432 Tr. 9964-70, 2984-88, 
3926-27) as well as in standard university textbooks (Tr. 
2967),7° and the Runge-Kutta fourth order method of nu- 
merical integration was also ‘‘standard’’ (Tr. 2906). 
Singer accordingly had ample opportunity to reproduce 
the computer simulation. Indeed, Singer instructed its ex- 
pert, Rabins, to do precisely that, but later told him to 
‘cease and desist’? (Tr. 7932). Rabins was retained on 
April 19 (Tr 7932), during the three-week recess that in- 
terrupted DeVilliers’ cross examination (Tr. 3091, 3712), 
and at that time was asked to simulate the Perma device 


wer’s claim on appeal that not all of the input data was 

Br. 39-40) is directly contradicted by the very portions 

. record it cites. While DeVilliers did indeed testify that inter- 

mediate calculations were performed using the formulas and numerical 

constants reflected in PX 134 and 135 to obtain the spe ific numbers 

fed into the com program (Tr. 3014 cited in S. Br. 39), that 
testimony makes clear what t ps were 


> numbers o1 
frawinds 


or 


go into ultimately pt 


» weight of something, if one knows its den 

imensions off a drawing, compute the 

volume times the density is equal to the weight, and this is the 

way these numbers were used. Although the cam gear threshold 
shows up directly there, for instance.” 

Tr. 3014, emphasis added. The drawings were of course in evidence 

(PX 23, 142) and the mysterious “different set of numbers” alluded 

to by Singer (S. Br. 39) represents nothing more than information 

obtained therefrom. 
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(Tr. 7915-16, 7932). When DeVilliers’ cross-examination 
resumed on April 25, Singer examined for a!most the entire 
day on the extent to which various specifie factors were 
taken into account in the simulation (Tr. 3710-3834), after 
which the cross-examination was interrupted for another 
week (Tr. 3834a-3836). On May 1, defense counsel ques- 
tioned DeVilliers for another 16 pages about factors whose 
aclusion in or omission from the simulation were claimed 
to affect its validity (Tr. 3846), and on the same day in- 
structed its own expert to stop work on his simulation C Tr. 

_ giving rise to the inescapable inference that his re- 
sults would have done nothing to contradict those of De- 
Villiers. The trial did not conclude until June 28, 1974 
(Tr. 8090). ‘*{D]efense counsel thus had ample opportu- 
nity to check the computer’s performance, or, for that mat- 
ter, to renew their demand for production of the pro- 
cram,’ during the twelve weeks between the conclusion 
of DeVilliers’ direet examination on April 4 and the 
end of the trial on June 28. Having failed to take advan- 
tage of that opportunity, Singer cannot now be heard to 


complain that its own inaction entitles it to another bite 


of the apple.” 


lay 


a separate sub-heading, that “the 

» program (S. Br. 38), seems 

heme that the program might 

umination of DeVilliers ; cer- 

was prejudiced in any other way 

: been “verified” by duplicating the 

n United Sta ». Dioguardi, supra, 428 F.2d at 
3 Singer’s citation of this case and D & H Auto Parts, Ini 
wd Marketing Corp., 57 F.R.D. 548 (E.D.N.Y. 1973), «or the 
itor it “computer-generated evidence’ which cannot be 
“verified” by the osing party 1s inadmissible (S. Br. 39) 

r, since both cases stand for precisely the converse prop 

osition: computer evidence was held properly admitted where, as 
1ere, the adverse party was capable of duplicating it. Singer’s reli- 
ance on Reeves Instr. Corp. v. Beckman Instruments, Inc., 444 F.2d 
963 (9th Cir.), cert. denied, 404 U.S. 951 (1971) (S. Br. 38), is 


Rie) 
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Singer has thus utterly failed to show that nonproduc- 


tion of the computer program cut off any line. of cross- 


examination which were not already open to it, and which, 
for its own reasons, it chose not to pursue, or that it was 
thereby prejudiced in any other way whatsoever, Produc- 
tion, however, would have endangered the authors’ propri- 
etary rights in the program (Tr. 3088), Limitation of 
cross-examination where trade secrets would otherwise 
have to be disclosed has been recognized in this Circuit, 
Seqal Lock & Hardware Co. v. FTC, 148 F.2d 935 (2d Cir. 
1944) (Swan, J.), cert. denied, 323 U.S. 791 (1945). Singer 
has never challenged the proprietary character of the 
program here, except to quibble over who was entitled to 
the proprietary protection (Tr. 4178), and on appeal relies 
on three authorities which acknowledge the special prob- 
lems presented, in the evidentiary coutext, by the propri- 
etary nature of computer software. Roberts proposes 
protective orders as a solution,” while the Subcommittee on 
Agency Ratemaking takes the broader view that ‘fa pro- 
ponent of a machine study should have both a right and a 
duty to observe any restrictions on disclosure’? imposed 
by law.%* That is all Perma did here in declining to dis- 
close the proprietary software of its experts, and although 
plaintiff stated its willingness to consent to an appropriate 
protective order if the need for the program on cross- 
examination were shown (Tr. 3088) defendant did not 
thereafter press for its production, or propose such an 
order. 

mystifving 

a device 

question Ww: 

dentiary st: 


The sentence qu 


ground discu 


73. Roberts, op 
ibid.; Note, 40 Broo 


If, then, the trial court’s ruling that the program was 
not required to be produced operated to limit cross-exam- 
ination at all, any such limitation was well within its sound 
diseretion. Segal Lock & Hardware Co. v. FTC, 143 F.2d 
935. 937 (2d Cir. 1944), cert. denied, 323 U.S. 791 (1945) ; « f. 
United States v. DeMarco, 488 F.2d 828 (2d Cir. 1973); 
United States v. Mahler, 363 F.2d 673, 677 (2d Cir. 1966) ; 


see aiso United States v. Compania Cubana de Aviacion 
S.A., 224 F.2d 811, 822 (5th Cir. 1955). 


2. Expert Opinion May Be Based on Hearsay. 


Midway in its argument that the production of the pro- 
eram shonld be an inflexible prerequisite to the admissibil- 
ity of all ‘‘eomputer generated’? evidenee, Singer states 
that ‘‘computer-generated evidence will inevitably be hear- 
say’? (S. Br. 37), citing a uumber of authorities which, 
without exception, deal with the situation in which com- 
puter-stored data is offered for the truth of the matter 
stated. In an effort to exclude the printouts on this 
cround, Singer resorts to the extraordinary reasoning that 
the ‘‘printouts are statements made by an out-of-court 
declarant, the computer program’’ (S. Br. 37, emphasis 


added). This is a typical example of Singer’s Catch-22 logic, 


Ity, Inc. v. Gingold, 34 N.Y.2d 440, 451-52, 
315 N.E.2d 5-46, 358 N.Y.S.2d 367, 373-74 (1974), computer 
printouts reflecting the state equalization rate applicable to assess- 
ments on real property were admitted in a proceeding by a taxpayer 
fer relief against an assessment under the business records exception 
to establish the ratio of assessed value to fair market value. The 
Court of Apy "su ary of the foundation testimony which it con- 
sidered adequate atisfy the requirements of the business records 
rule is significantly lacking in any mention of the computer program. 
In ‘%eGill v. Jenkins (Civ. Ct. N.Y. Co. June 13, 1975), 173 N.Y.L.J. 
No. 114, at 16 (dictum), a computer printout of building violations 
found by th ng and Development Administration’s Model 
Cities Program was offered in support of a tenant’s claim against her 
landlord for breach of warranty of habitability. Younger, Computers 
and thie I of Evidence, 173 N.Y.L.J. No.2 at 1 (Feb. 25, 1975), 
deals with various possible objections to adn.. sibility of a computer 
printout in a hypothetical situation in which it is expressly assumed 
that the printout is “being offered to prove the truth of the matter 
asserted in it,” p. 1. col, The other non-judicial authorities cited 
by Singer for this proposition are distinguished in note 67, supra 
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for a program is not of course a person subject to cross- 
examination, and its production could never cure any ob- 

‘tion based on hearsay. When practical reality is sub- 
stituted for artificial reasoning, however, it is clear that 
the extra-judicial declarant is the human programmer, not 
the inanimate progran created by his mental processes, and 
his presence in court for cross-examination should over- 
come the hearsay problem, even where the computer print- 
outs are offered for the truth of the matter stated.” 
Singer’s extensive cross-examination of DeVilliers accord- 
ingly vitiated any hearsay objection that might have been 
available if he had not been called. 


In fact, however, no hearsay objection was available 
here because the printouts and summaries were offered, not 
to prove the truth of the matter stated, but as the bases for 
the opinion of plaintiff’s expert (Tr. 2462-63). It has long 
been the rule in the federal courts that ‘‘an expert may 
testify as to hearsay matters, not to establish substantive 
facts, but for the sole purpose of giving information upon 
which the witness relied in reaching his conclusion,’ 
United States v. Sowards, 3389 F.2d 401, 402 (10th Cir. 
1964), quoting with approval Unite d States v. Featherston, 
395 F.2d 539, 542-43 (10th Cir. 1963); accord, Reid v. 
Que bec Pape r Sales & Transp. C'o., 340 F.2d 34, 38 (2d Cir. 
1965): see also Weymouth v. Colorado Interstate Gas Co., 
967 F.2d 84, 91 (Sth Cir. 1966). Federal Rule of Evidence 
703 now carries this liberal standard of admissibility one 
step further, providing that the 


‘facts or data in the particular case upon which an 
expert bases an opinion or inference[,j .. . filf of a 
type reasonably relied upon by experts in the partic- 
ular field in forming opinions or inferences upon the 


subject, .. . need not be admissible in evidence.’’ 


» 801(d)(1) is not to the contrary, 
since, ¢ he sor mruniit Note to the Rules as adopted by 
the Supreme Court mak ear, It deals only with inconsistent state- 
ments which are hearsay beca they have not been adopted b: the 
witness. “If the witness admits on the stand that he made the state- 
ment and that it was true, he adopts the statement and there is no 
hearsay problem.” Advisory Committee Note, 56 F.R.D. 183, 295 
(1973). 


The evidence here involved 

ably relied upon by experts’’ 

use of computer simulatior 

cluding a comparison of many dif mbinations of 
variables in a search for optimal design, was testified to by 
Singer’s own expert witness (Tr. 7 as well : vy De 
Villiers (Tr. 3812; see ulso 2894, 2904-07), and is supported 
by the only authority cited in defendant’s brief which deals 
with simulations, Note, 24 Sran.L.Rey. 712, 713 (1972) (S. 
Br. 32). 


The admission of the computer printouts and summaries 
thereof as the bases of plaiutiff’s expert opinion testimony 
was thus a proper exercise of the trial court’s discretion, 
even if they were in fact hearsay. Since, however, De- 
Villiers, who was the author of both th hblems the com- 
puter was instructed to solve and the program by which it 
did so, Was ealled as a witne mad ¢ s-examined, none 
of this evidence was hearsay in any event, and Simger’s 
desire to cross examine the progr 1. (S. Br. 


ceptual absurdity having no beari.g on admissibility. 


3. The “Reliability” of the Simulation Is a 
Question of Weight, Not Admissibility. 


Singer next cites two examples of data from the com 
puter printouts which it interprets as reflecting ‘‘ physically 
impossible’’ performance by the Perma device (S. Br. 
40-41). This argument is based exclusively on the direct 
testimony of its witness Rabins (Tr. 7984-90), whose la- 
horious efforts to impute a variety of ‘‘errors’’ to the De- 
Villiers simulations were thoroughly demolished on cross 
examination (Tr. 8018-29; 8051-36; 8048-53). Indeed, 
Rabins’ criticisms of the ‘*green’’ entries on which Singer 


relies on appeal (Tr. 7990-92, S. Br. 4C) are apparently 


contradicted in his own published work (Tr. 8018-20). 


78. This book was re mi art to iblish Rabins’ « 


xpertise 
(Tr. 7858, 7886-88 
value, is not nearly 


Although Singer p 


In such circumstances the t inl court Was e! titled completely 


to disregard Rabins’ testimony about the yuurported sig 
| I 


nificance the f en’’ and ‘*vellow’’ entries, Sweeney 


19] F.2d 1085, 1089-90 (6th Cir. 1974) 


v. Amerie 
(rejection of scientific evidenc at plaintiff’s decedent was 
drunk held, N of trial judge) ; United 
States v. Compa bana de Aviacion S.A., 224 F.2d 
S11, SZU | IY. Qa; (fal l | vIVve Cl denee to counter 
testimony of defendant’s witnesses not reversible error). 
Moreover, even if the trial court be lieved Rabins’ testimony 
on this point, the claimed ‘*erron ;’? in the simulations affect 
only the weight of the evidence, not its admissibility. This 
has long been the rule with respeet to the isse of the relia- 
bility of expe vider ally, l nited Siales v. Kelly, 
420 F.2d 26, 25 (- ex} (S. Br. 45); more recently, 


the principle has been : plic vo cases on Which Singer 


from the 
model. 


Tr. 7985. 


evidence, United States 

Cir. 1973), cert. denied 

D & H Auto Parts, Ine. v. . 
548, 551 (E.D.N.Y. 1973) (S. Br. 39) 


jury has been waived, the trial court’s fir "ngs are conclu 


sive and determination of the weight of the evidence is out 


side th scope of appellate r view, MceCaughn v. Real Estate 
Laad Title & Trust Co., 297 U.S. 606 (1936) ; accord: United 
States v. Cr mpar i Cubana de A PEacion S.A., 224 F.2d 


811, 820 (Sth Cir. 1955): Sweeney v. American SS. Co., 


F.2d 1085, 1089-90 (6th Cir. 1974). 


4. There Was Adequate Evidentiary Foundation 
for All of the Challenged Evidence. 


Persisting in its notion that the simulations were a test 
or experiment designed to establish the empirical perform 
ance characteristics of a particular piece of hardware, 
Singer next argues that admissibility required a showing 
that the ‘‘device as simulated was the same as the Perma 
device and that the simulated conditions were substantially 
similar to conditions existing during early 1965”? (S. Br. 


41). Three cases are cited in support of the quoted proposi 


tion, all of which involve post-accident experiments offered 
on the issue of what caused an accident in which the plain- 
tiff was injured.” Even in this clearly distinguishable con- 
text, the cardinal principle is ‘‘the discretion of the trial 
judge... [whose] decision must not be overturned on ap- 


79. Glick v. White Motor Ce 
1972) (issue whether broken spri 
of highway collision; exclu 

eye offered to sl ,. v 

discretion): La France v. New York, N ‘ 1. RR... 292 F.2d 649, 
650 (2d Cir. 1961) (issue whether accident ari &¢ out of ifunction 
ing switch could have happened in the manne aintiff clanmed: ex 
clusion of evidence of tests on other switch /. not an abuse of di 
cretion) ; Lobel v. Americar Airlines, In 5 
1953) (issue whether plane crash cause 


experiments showing effect of piece of pa 


held, properly admitted despite absence 
tity” of conditions). 


peal absent a clear showing of an abuse of discretion,’’ 
Gli k v. White Motor Co.., $58 F.2d 1287, 1295 (3d Cir. 1972). 


There is no such showing here. On the contrary, the 


‘‘three mathematical models’? representing the Perma 
device, the vehicle and the fricti-n characteristics of the 
road (S. Br. 41) each satisfied the conditions of substantia 
similarity. 


The Perma model. The Perma device used in act 
road tests had a gear ratic Jf 12 to 1 (see PX 150 and | ; 
The first of the simulations (PX 128; ‘Ir. 2992) modelled a 
device with a 12 to 1 gear ratio; if DeVilliers had stopped 
there, there would be no issue to discuss. However, sin 

, 

Goor’s purpose in commissioning simulations in the fh 
place was to a .ist him in evaluating the marketability 
the device, he also considered the questiot iether varia 
tions in gear ratio would be likely to produce improved 
performance. Additional simulations were a cordingly run 
assuming gear ratios, respectively, of 24 to 1 and 15 to | 
(Tr. 2611, 2992; PX 127, 129). These are hardly ‘* unspe 
tied engineering changes’’ (S. Br. 42); they are clearly set 
forth in the record, and they have nothing in common with 
the kind of conjecture which has been held an unpropet 
basis for expert opinion im the long string of irrelevant 
cases cited by Singer (S. Br. 4: 

80. The first three cases cited ( 
proceedings in which claimants were 
sufficient ¢ 
land for which compensation was sough 
way Cary Corp., 34 N.Y.2d 535, 309 N.E.2 
(1974) (rejection of claimant’s argument that lar 
used asa shoy ping centet held proper where no s 
feasibility) ; Sparkill Realty Corp. v. State, 268 
192 (1935) d for quarry based on 
over a projected year period reversed wl 
erty could have been Of erated for that lengt!l 

‘d profit factors had no re lity / 

25 N.Y.2d 146, 250 N.EE.2d 

based on finding that highest 

housing project reversed, \ 

that such a subsidy would I 1 5 CY 

Realty Co. v. State, 39 App. Div. 2d S.2d 186 (4th | 
1972) (S. Br. 42), another condemnation case, approved by 


V1 itiary showing 


i 
) 
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The vehicle model. Singer next argues that DeVilliers’ 


use of mathematical equations modelling a vehicle ‘‘dynam- 
cally similar to a 1968 [Ford] Thunderbird’? (Tr. 2983) 
hould exclude the simulations beea ‘-the record reflects 


significant differences in braking performance: between 1968 
Thunderbirds and 1965 era automobiles’? (S. Br. 43, em 
phasis added). Significantly, however, this bold state- 
ment is unadorned by any record reference whatever 

and understandably so, for all of the « vidence in the record 
on this point Is preci ely to the contrary. Goor testified 
that the Kelsey Hayes system, modelled on a ‘*typical 
vehicle’? which was ‘‘based essentially on a 1967 or ’68 
vintage Thunderbird’? (Tr. 2456, 2470-71), had ‘*fune- 


tion[ed] essentially in the same manner’’ on a wide variety 


dictum the Cour ( I t apy ] | init 
expert, who bast of impr ts « 
the 1 € be t ! r t Wd 
1 5 Y.2d 643 F.2d 348, 187 
te it r i nerve 
| e proper luded where 
t ent I ut the 
} tery 15 App. Di 2d 497. 359 
1074) err to Imit expert te mor 
n t Con Edi ere other 
ere i Ww € | ri lefendant Con 
¢ lost (S. Br. 43) bot tand 
that expert opinion 1 be predicated 
( t 1 nin tl ‘ tr course W 
is still the la pare Fep. R 
unit three « ( ( ) $3) all deal 
ta past il ox irre t 
| object. fre ( ( Ived im the 
Ry ro Pat n 354 F.2d 
| f | ¢ ny | 
1 { te iph not sufficient] l 
as the rope involved in_ the lent); Stracher 7 na Gla 
Works, 39 App. Div 2d 560, 331 N.Y.S 2d 764 (2d Dep't 1972) (er 
ror to admit expert opinion as to cause of flask cleaving where flask 
examined by expert not shown to be of same compositiot Graham 72 
Board of Education, 19 \pp I 2d 635, 241 N.Y.S.2d 71 (2d Dep't 
1963) (error to receive expert opinion that ladder wa lefective 
where examination occurred 24 years after accident and no basi 


for inference that defect had existed at time ot a lent ) 
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of cars, including 194 and 1965 models ( 
2644). Singer never rebutted this ev ecin’ ' 


The reas model. Singer next complains that the 


friction mod ‘was based upon’’ certain scientifie da 
published in 168, ‘‘more than three years after the relevant 


period” (S. Br. 44). Sinee Singer cannot be suggest 


ing that the laws of physics relating to friction eh rive 


sties of road surfaces changed betweer 1965 and 

the argument is apparently that DeVilliers’ simulati 
incorporated new scientific information which would 
have been available to Singer if it had in fact used 

efforts to (erfect and market the product in 1960, 

basie formulas comprising the fric’° on model (PX 

Tr. 3930) had been used by DeVilliers in simulating 
Kelsey-Hayes device (Tr. 2929-30), which he did in 196 
(Tr. 2979). Singer points to no way in Which the more 
sophisticated understanding of some aspects of tire-road 
friction reflected in PX 136 is claimed to have materially 
affected the results of DeVilliers’ simulations. 


In summary, Singer’s efforts to differentiate DeVilliers’ 
simulations from the Perma device are contradicted by the 


81. Singer's brief cites 
elsewhere identified by 
has no computer experience whatsoeve 
osition that * split ratio brake prope 
birds “radically improved simu} .ted pert 
over that which could have been obtained 
$3-44, citing Tr. 6955-8] MacDuff 
“assumed a fixed ratio prop 
iff testified that its absence 
The rest of the portion of hi 
with computations Macbuf 
data involved in the sir 
dihgees. ag loaded ve" ich 
f th evidence tebute 
t that there was 1 
results on a 1968 Thunderbird 
MacDuff was unable to account for errors 1 
these computations were mace r. 6966-67 
calculations he was describing, did not result 
plotted (Tr. 6974) _ The trial court found 
general less credible than that of plaintiff’ 
peculiarly within a Sta ce of the trier of 


in note 6l, supra. 
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record: DeVilliers’ testimony estab'ishes the fidelity of 
the simulation to the material characteristics of the device 
simulated. Reception of the compater printouts would 
therefore have been a proper exercise of the trial court’s 
discretion even if they had been offered substantively, 
Lobel v. American Airlines, Inc., 205 F.2d 927, 931 (2d Cir. 
1953). This evidence, however, was not offered substan- 
tively, but solely as one of the bases for the opinion of 
plaintiff’s expert that the Perma device was marketable 
(Tr. 2461-65). In such circumstances the trial court has 
even broader discretion, see generally Weymouth v. Colo- 
rado Interstate Gas Co., 367 F.2d 84, 91 (Sth Cir. 1966) ; 
Hopkins v. E. 1. duPont DeNemours & Co., 199 F.2d 930, 934 
(3d Cir. 1952) (diztum) ; cf. United States v. 421.89 Acres of 
Land, 465 F.2d 336 (8th Cir. 1972) (expert opinion on ‘*com- 
parable’’ value admissible in condemnation proceedings de- 
spite dissimilarities in properties compared). Moreover, 
the question whether the data considered by the expert is 
indeed comparable to iae subject of the litigation is itself a 
question of fact, Weymouth v. Colorado Interstate Gas Co., 
supra, at 92-93; Morris v. State, 41 App. Div. 2d 864, 342 
N.Y.S.2d 615 (3d D p’t 1973) ; dissimilarities affect only the 
weight, not the admissibility, of the expert opinion, United 
States v. 45.131.44 Acres of Land, 483 F.2d 569, 571 (10th 
Cir. 1973); Weymouth v. Colorado Interstate Gas Co., su- 
pra, and are therefore outside the scope of appellate re- 
view, McCaughn v. Real Estate Land Title & Trust Co., 
297 U.S. 606 (1936); accord, United States v. Compania 
Cubana de Aviacion S .,, 224 F.2d 811, 820 (5th Cir. 1955) ; 
Sweeney v. American S8.S. Co., 491 F.2d 1084, 1089-90 (6th 
Cir. 1974). 


5. Singer Had Ample Notice of the Bases 
of Pliaintiff’s Expert Testimony. 


Singer’s «iim that it ‘first learned’? of the computer 


simulations | -Goor’s direct examination on January 4, 
1974 (8S, By ..3:'. 4 6: simply fni-e, Ct. X 1, dated Novem- 
ber 30, 1975, acvised defendant that Goor’s expert testi- 


$1 


mony would be based in. part on the simulations; see 
Tr, 3886, 3892-93. Singer at trial argued that this letter 
was ‘‘untimely”’ (Tr. 3892) and several days later added 
that it was not in ‘‘preseribed form’’ (Tr. 4176) ; but on 
appeal has substituted for these arguments the pretense 
that the letter does not exist. 


Singer has never explained its failure to raise this issue 
between November ‘) and May 1, when it moved to strike 
the exhibits reflecting inputs and printouts (Tr. 3880-53). 
Singer’s initial request, during Goor’s testimony, did not 
go beyond printouts and inputs (see, e.g., Tr. 2508-09}. 
Singer’s first request for the program was not made until 
April 4, 1974 (Tr. 3086), more than five months after Perma 
first informed Singer that Goor’s opinion testimony would 
be based in part on computer simulations (Ct. X 1). The 
argument that Singer should have had ‘‘notiee’’ before 
the simulations were performed in order to ‘‘participate”’ 
therein was not advanced until May 1 (Tr. 3880-83, 3886, 
3892-93). 


The most serious misrepresentation in Singer’s ‘‘no- 
tice’’ argument is, however, the statement that ‘‘Singer was 
prejudiced by Judge Duffy’s countenance [sic] of such 
trial tactics and his denial of Singer’s request for a con- 
tinuance to perform and offer computer simulations of its 
own (Tr. 5868-69)?’ (S. Br. 45). Singer never requested 
a continuance, although it in fact enjoyed the benefit of one, 
and had already ubandoned the decision ‘*to perform and 
offer computer simulations of its own’’ before the colloquy 
Singer cites in support of this statement. 


DeVilliers’ direct examination was completed on April 
] I 
1974 (Tr. 3066). Although ecross-examination began on 


the same day (Tr. 3067-2091), it was immediately inter- 


82. The record references cited by Singer on this point as “‘reiter- 
ations” of such requests (S. Br. 33), consist of such things as petu- 
lant complaints about the legibility of material already delivered (Tr. 
2069-70) and counsel's vague conjecture that “it would seem to me 
there should be additional backup” (Tr. 2972) in addition to thi 
which had been disclosed. 
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rupted for three full weeks, until April 25.%° On April 19, 
Singer retained Rabins, who started work on ‘‘building a 
computer simulation of this device’’ (Tr. 7932). DeVilliers’ 
cross-examination resumed on April 25 (Tr. 3712), and was 
then interrupted for another week (Tr. 3835-36), resuming 
—and concluding—on May 1, 1974 (Tr. 3826-3880). On that 
day, defendant made its motion to strike (Tr. 3880) and 
’ further work 
on an independent simulation (Tr. 7932). Thirty days 
later, in the colloquy cited ir Singer’s brief as its alleged 


instructed its expert to ‘cease and desist’ 


‘‘request for a continuance,’’ counsel stated that the 
court’s ‘‘denial of the motion to strike at this time may 
require us to ask for some further delay since we may well 
have to now go forward with an expert witness to meet the 
testimony which plaintiff has offered.’? (Tr. 5868, May 31, 
1974). Rabins testified on June 26, 1974, as the very last 
w tness in the eight-month trial (Tr. 7847, 8086). The sug- 
gestion that further delay might be sought was not pur- 
sued, no motion was ever made, and defendant’s only sub- 
sequent references to the computer simulations are those 
which appear in Rabins’ testimony. 


Thus, after using the two interruptions in DeVilliers’ 
cross-examination precisely for the purpose of preparing 
its own expert, Singer did indeed ‘‘go forward with an ex- 
pert witness’’ in its effort ‘‘to meet the testimony’’ of 
Goor ind DeVilliers. It elected to do so by eliciting tes- 
timony with respect only to DeVilliers’ simulations, rather 
than by offering its own, but this was clearly a deliberate 
strategy decision, and the inference is inescapable that 
Rabins was told to ‘‘eease and desist’? beeanse his results 
would have corroborated DeVilliers’ testimony. There was 
no prejudice in the trial court’s failure to grant a further 
continuance for which Singer never moved to permit it 
to fish for error in ways that can scarcely be guessed at. 


The facts, then, disprove Singer’s extravagant claim of 
‘trial by ambush.’ 


, 


The cases on which it relies are equally 


1 


83. Court was in recess until April 15 (Tr. 3091) and another 
witness was then interpolated (Tr. 3105). 
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misplaced. United States 2 Dioguardi and United States 


». Russo (S.-Br. 45) are distinguished above, pp. 65-66. 


The only other cases cited relate to ‘‘tests and experi- 


<4 


ments.’’ The irrelevance of this line of cases where, as 


here, the trier of fact is not required to determine the 
nature or cause of past events, has already been pointed 


out, see text at note 79, supra.” 
’ ’ } 


The record here clearly shows what Singer knew about 

Jaintiff’s computer simulations and when Singer knew it. 
i 

There was ample opportunity to rebut this evidence and 


84. Fortunato v. Ford Motor Co., 464 F.2d 962, 966 (2d Cir.), 
cert. denied, 409 U.S. 1038 (1972) ; Weaver v. Ford Motor Co., 382 
F.Supp. 1068 (E.D. Pa. 1974), aff'd without opinion, 515 F.2d 506 
(3d Cir. 1975) ; Balian v. General Motors, 121 N.J. Super. 118, 130- 
31. 206 A.2d 317, 323-24 (App. Div. 1972) (S. Br. 45). Each 
of these cases was ar action against an automobile manufacturer in 
which defendant’s experts staged tests on similar vehicles designed 
to show that plaintifi’s theory of how the acct lent happened was 
physically impossible. In Balian, the problems inherent in this type 
of evidence were exacerbated by the fact that the jurv was shown 
a film of tl at er a weekend without notice to 


he “experiment 
plaintiff, after an earlier ve t had been ruled inadmissible. United 


{ 
2 
States v. Kelly, 420 F.2d 26, 2 2d Cir. 1969), eited by Singer on 


this samme point, was a cr! iL case in wheh defendants, despite liti- 


gated pre-trial discovery motions had no advance notice whatever of 
the Government’s intent to offer evi lence of a scientific test, impos- 
sible to duplicate during trial, designed to show that narcotics had 
come from a single batch. 

Strangely, defendant was silent on the principles of notice and 
opportunity to parti ipate when tt offered MacDuff’s testimony about 
his trip to the Bendix proving gt unds to drive cars equipped with 
GM, Ford and Chrysler anti skid devices in an attempt to “fool the 
unit” (Tr. 6339-42), although that 1s precisely the kind of situation 
in which notice and opportunity would be required if the results of 
the “experiments” were relevant to any material issue of fact. 


85. At trial, Singer also argued that it was entitled to “participa- 
tion” in, as well as notice of, the simulatt (Tr. 3881). Since the 
only use of the computer here was as “a I calculator” (Tr. 2906) to 
solve the equations involved, Singer could have “participated” only 
by being physi ally present when the data processing equipment was 
in operation, OF by participating im DeVilliers’ mental processes. This 
argument Is apparently not pre ssed on appeal. 
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Singer’s claim of lack of notice is nothing more than a 
repetition of its own rhetoric, totally unconnected with 
what actually happened in this case. 


In summary, then, it is clear that the trial court cor- 
rectly applied the rules of evidence applicable to the bases 
of expert opinion testimony, and that there was no prej- 
udice to Singer in the reception for this purpose of the 
computer printouts and exhibits reflecting the inputs. 
Moreover, since the record clearly establishes that these 
documents were only part cf the basis for Goor’s opinion, 
as set forth above, p. 61, a ruling that the trial court erred 
in receiving them would not in any event affect the admis- 
sibility of Goor’s testimony that the Perma device was 
marketable.** The trial court’s finding that this testimony 

yas more credible than the contrary opinion of defendant’s 
experts accordingly involved no reversible error; the device 
was perfectible and Singer’s failure to use its best efforts 
to perfect and market it was an actionable breach for which 
damages were properly awarded. 


86. Neither J. Gerber & Co. v. S.S. Sabine Howaldt, 437 F.2d 
580, 593-94 (2d Cir 1971) nor Syracuse Broadcasting Corp. v. New 
house, 319 F.2d 683, 688 (2d C'r. 1963) (S. Br. 45) supports a 
contrary result. In Gerber, expert opinion testimony was held in- 
competent where elicited in response to “misleading and unfair” hypo- 
thetical questions which assumed plaintiff’s version of the facts and 
omitted other relevant facts. In Syracuse Broadcasting, an expert’s 
testimony that the effect of a unit rate for advertising purchased from 
a newspaper and affiliated radio stations would be to deplete the 
budgets of national advertisers was disallowed as speculati No 
question of the admissibility of the bases of the expert's opinion was 
raised in either case. Compare Frp. R. Evin. 703 


III 
The Award of Damages Should Be Affirmed. 


Singer attacks the District Court’s award of damages 
on three grounds. First, it argues that, despite its clear 
and unmitigated breach of the contract, no damages at 
all should have been awarded, on the theory that no market 
existed for what it persists in calling the ‘‘redesigned’’ 
device (S. Br. 47-51). Alternatively, Singer complains of 
the amount of damages awarded, attacking the reasonable- 
ness of its own projections (S. br. 51-59}, and finally, it 
argues that the projections were ‘‘misapplied’’ by the court 
below, quibbling over such details as whether the unit price 
on which royalties were computed (PX 60A) did or did not 
include excise tax.** 


All of Singer’s arguments on damages are based on 
the same theory as its argumei.. on liability—that the 
Perma device was unmarketable and that it had to be 
‘‘redesigned’’—issues of fact which the trial court re solved 
against Singer on the basis of the substantial evidence 
discussed above, Point I. Since these arguments are, in 
addition, permeated by a basic confusion between the kind 
of evidentiary showing required to establish the fact of 
damage on the one hand and the measure of damages on 
the other, we discuss first the legal standards as to fact 
of damage, which were correctly applied by the court 
below (Point A). The evidence supporting the court’s 
finding that Perma was damaged is discussed in Pomt B 
and the correctness of the amount awarded in Point C. 


A. Singer, Having Sat Idly on the Perma Patents, Must 
Bear the Burden of Any Resulting Uncertainty as 
to the Precise Amount of Perma’s Lost Royaities. 


There is nothing unique in Singer’s argurent that no 


damages at all should be awarded in this case because the 


87. Singer does not, of course, complain of the court’s failure 
to include a factor for inflation (Op. 57) during the “ht years of 
litigation, which included the years in which inflati vas in the 
“double digit” category. 
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volume of sales in particular segments of the market for 
a new product is uncertain (S. Br. 51-55). It is the classic 
but judicially rejected refrain of the wrongdoer attempting 
to exploit the uncertainties created by its own breach as 
a device for avoiding liability, see Bigelow v. RKO Radio 
Pictures, Inc., 327 U.S. 251, 264-65 (1946). Judge Duffy’s 
view of that argument is in accord with the consistent 
refusal of other judges, in cases strikingly similar to this 
one, to reward the party guilty of a serious breach of con- 
tract by acceptance of a theory so convenient to the wrong- 


doer. 


Judge Weinfeld in For Children, Inc. v. Graphics Inter- 
national, Inc., 352 F. Supp. 1280 (S.D.N.Y. 1972) set a 
clear guideline for the damage award in this case. In that 
case, a publisher sued a printer for breach of a contract 
to produce a line of children’s three-dimensional pop-up 
books to be .vld through mass distribution techniques in 
mass retail outlets such as supermarkets, chain stores and 
discount houses. The venture represented plaintiff’s first 
attempt to enter the children’s book market through such 
retail distribution techniques, and because the field was so 
limited, defendant’s breach prevented plaintiff from mar- 
keting the product at all. The court found, however, that 
‘“ft]he contemplation of the parties was that the entire 
order would be sold to the public,’? 352 F.Supp. at 1284, 
and awarded damages for lost profits consistent with what 
the parties themselves contemplated before litigation arose, 
That is precisely what the trial court did here. 


Perma, whose damages resulted from Singer’s failure 


to market Perma’s product after acquiring all of its 


patents and all of the manufacturing and marketing rights 
to the device, is here in a position analogous to that of the 
plaintiff in an antitrust action seeking to recover for in- 
juries sustained as a result of exclusion from a market. 
In Zenith Radio Corp. v. Hazeltine Research, Inc., 395 US. 
100 (1969), defendants’ activities had prevented plaintiff 
from selling its radio and television products in the 
Canadian market. The District Court’s finding that plain- 
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tiff suffered injury to its business during the period in 


question had been set aside by the Court of Appeals for 
the Seventh Cireuit on the ground that Zenith had not 
shown it would have done any more business in Canada 
in the absence of the defendant’s ‘‘patent pool,’’ 395 U.S, 
at 114-118. The Supreme Court reversed. Noting that in 
market-exclusion cases ‘‘damage issues ... are rarely 
susceptible of the kind of concrete, detailed proof of in- 
jury which is available in other contexts,’’ 395 U.S. at 123, 
the Court held that circumstantial proof of injury was 
sufficient to support the District Court’s fact-of-damage 
finding, 395 U.S. at 124-25, and quoted with approval Chief 
Justice Stone’s observation in Bigelow v. RKO Radio Pic- 
tures, supra, that 


‘‘ Any other rule would enable the wrongdoer to profit 
by his wrongdoing at the expense of his v'-tim. It 
would be an inducement to make wrongdoing so effee- 
tive and complete in eve ry case as to preclude any 
recovery, by rendering the measure of damages un- 
certain. Failure to apply it would mean that the more 
grievous the wrong done, the less likelihood there 
would be of a recovery.’’ 


395 U.S. at 124, quoting 327 U.S. at 264-69; a¢ cord, Fontana 
Aviation, Inc. v. Beech Aircraft Corp., 482 F.2d 1080, 1086- 
87 (7th Cir. 1970), cert. denied, 401 U.S. 928 (1971); see 
also Lehrman v. Gulf Oil Corp., 464 F.2d 26, 46 (5th Cir.), 
cert. denied, 409 U.S. 1077 (1972) (analogy between anti- 
trust damages and ‘‘contractual expectations’’ cases recog- 


nized). 


In the Fontana ease, the facet of damage depended 
on whether plaintiff had lost sales as a result of the de- 

idant manufacturer’s cancellation of his dealership. The 
only evidence offered was the opinion testimony of plain- 
tiff’s 26-year-old chairman of the board, which the Court of 
Appeals characterized as ‘“‘rather weak,’’ as to the number 
of aircraft he would have sold in the absence of defend- 
ant’s illegal conduct. This District Court set aside a jury 
verdict for plaintiff on the ground that the fact of damage 
was not proved. The Court of Appeals reversed, despite 
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‘ts reservations as to the weight and credibility of plain- 
tiff’s evidence, noting that ‘‘the circumstances of plaintiff’s 
business and the developing corporate airplane market did 
not present the usual situation,’’ 432 F.2d at 1086. Nor do 
they here. It is not usual for a financially responsible de- 
fendant to take un assignment of patents with an obliga- 
tion to manufacture and market the product, and then to 
sit idly on them without using its best efforts to ready the 
patented device for market. 


Although the circumstances of Perma’s business and 
the as-yet unexplored automotive anti-skid device market 
did not, in 1964, present ‘‘the usual situation,”’ the evidence 
Perma adduced to show the existence of a market was much 
more substantial than that held sufficient to show fact of 


damage in l’ontana. 


B. The Fact of Perma’s Damage Is Supported 
by Substantial Evidence. 


Singer’s contention that Perma was not ¢ maged 1s 
based on the same arguments relied on to justify its breach, 
namely, that she device was not marketable and required 
‘‘redesign’’ (S. Br. 47-51). 


Singer’s argument that no market existed for the Perma 
anti-skid device rests almost exclusively on the cireum- 
stance that, while Singer was sitting idly on the Perma 
patents, no other manufacturer sold a mechanical anti- 
skid device in the aftermarket (S. Br. 49). The inference 
that Singer would have the Court draw from this single 
fact is that no such market existed (see id. 50). The court 
below correctly declined to draw such an inference in the 
face of evidence showing that Singer’s own conduct in 


1964 was predicated on quite the opposite view. 


Under the June contract, Singer was to manufacture 
the device but had no marketing rights (PX 35, §2 at 2). 
When Perma’s deterioratiug financial condition led the 
narties to discuss a new contrect, Singer executives gave 
careful consideration to possible modifications of the exist- 
ing contract which would not have required it to assume 
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any responsibility for marketing (se¢ DX 191 at 5-8). 
It was decided, however, to seek marketing rights pre- 


cisely because of the ‘‘additional pot tial profits accruing 


to Singer from them’’ (id. at 3; see ilso id. at 1, 2). At 
the time the December contract wi entered into, then, 
Singer executives clearly recognized that a market for the 
device existed, andl cannot now bi ard to contend that 
their own subsequent, ( ipable “ailut to exploit that 


market somehow negated its existence. 


There is additional evidence in the reeord establishing 
the existence of a market; lor exaly { prior to the Decem- 
ber contract Perma, through it V efforts, despite its 
limited resources and experience, ad arranged after- 
market distribution contracts fi ! sale of some 139,000 
units (PX 27, 28, 29, 30A, 0B, 31, 32) and had succeeded 
in interesting the Phillips Petroleum Company im the de- 
vice as a possible item for sale in its nationwide chain of 
service stations (PX 25A). W ithin a month of the signing 
of the December contract, Singer negotiau d exclusive dis- 
tribution contracts tor the United States and Canada (PX 
34, 64), and Hough eht the marketing efforts of 
Singer’s distributor, Monitor Enterprises, W auld be **more 
professional’’ than those of Perma (PX 59 at 5). Monitor, 
whose previous dealings with Perma (see PX 30A) gave 
it some familiarity with the potential of the Perma device, 
was sufficiently confident to agree to spend at least $200,000 
per year on promotion and advertisement of the device 
(PX 64, §2 at 2, 3) and to obligate its If to take a minimum 
of 50,000 units in the first year and 100,000 units as a con- 
dition of yearly renewal there after. Finally, the Hill Re- 
port, which Singer commis ‘oned for the purpose of aiding 
‘ts determination whether to ente! into the December con- 
tract (PX 57 at 2), considered the aftermarket an oppor- 
tunity for significant sales volume (PX 57 at 3, 19) and 


concluded: 


“The product, with its strong emotional appeal to 
safety, and with demonstrable characteristics, lends 
itself to a consume! directed merchandizing effort. 
typical of products of this type, sales volume will 
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depend largely on the amount of promotional effort 
expended. ’’ 
(id. at 3). 


As of 1966, the date when the partic : 


cont mplated the 
Perma device would first be marketed (see pp. 19, 38 supra) 


ieskid device the market 
(Tr. 7003-04; Ct. X 6; see also, Op. 2 of 
ay have dis- 


couraged the development of a mechanical anti- 


i 


it would have been the only anti 


patents, which Singer never relinquished, 


kid device 
by others both before and after the introduction of the first 


electronic anti-skid device in the 1969 model year. Perma 


would have enjoyed a complete monopoly until at least 


1968, and a partial monopoly thereafter. The manufac- 
turers of the electronic devices, as Singer correctly points 


out (S. Br. 50), did not attempt to penctrate the after- 
market, since their product, as distingui 


ushed trom Perma’s, 
may not have been well suited to installation outside the 


factory. 


The market, then, certainly existed and Singer, in the 
days of its attempts to diversify product line, actively 


sought the chance to exploit the profit opportunity the 


Perma device presented, It now att mpts to overcome this 
damaging evidence by arguing that the :aarket it was so 
eager to enter in 1964 was a market for a different, * 

designed’’ device. with a ‘‘different cost and price’? {S. 
Br. 47). Since the baste premise of this argument—that 


the device had to be ‘‘redesign 1’ be marketable—has 


already been correctly rejected DY the trial court, the argu- 


ment must fail. Singer’s argument, however, seems to be 


that any increase in the proposed selling price resulting 


from engineering changes would have eliminated the mar 
ket for the device (S. Br. 49)—a market in which Perma 
had no « npetition. Singer, however, offered no evidence 
in support of this theory, and without such proof any such 
hypothetical increase is irrelevant to the fact of damage.” 


88. See note 35 at p. 30, supra 


89. Singer’s hypo‘thesis—which is only that, since it offered no 


evidence that engineering changes would have affected either cost or 
price in any event—is also irrelevant to the measure of damages, as 
discussed below, p. 101. 
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final effort to attack the finding that Perma 
vd by its breach is ba ed on a strange inversion 
that was actually to it henefit. Sinee Singer’s 
‘tious were not Unambiguou ly 'imited to the 
. the trial court, im det u the measure 
gave Singer the henetit of the  t10n that 
n of those sales wou | have been he **OEM’’ 
which Perma ntitled to only walf as great 

From this generous assumption as to the 


damages, Singer reasons backwards that, mm 


order to establish the fact of damage, Perma has the bur- 


den of prov 
sold in the 
is not the li 


ing eCLS ly how n ins units could have been 
OEM market \s we have already seen, this 
iw.’ In addition, an} uncertainties as to what 


portion of projected sules might have heen allocable to 
different segments of the market go only to the amount of 
damages, not to the fact that Perma ha uffered a com 
pensable wrol On this issue, as discussed below, if there 


Was any er! 
the project 


benefit, sinc 


90. It wa 
the first two | 


“aftermarket 
titled to a ro 
(PX 60A, 
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aiso be in the afterma 
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Supp. 1280 (. 


tine Researcl 
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application rf) 


damages be 
that finding 


or in the District Court allocation of some of 
a sales to thi OEM u arket, 1t Was to Singer’s 


ea lowe! royalt) provision applied.” 


Wi 1 1 + tt conte 1 te t { es in 
eat commencing 1966) would be confined to the 
(Oo. 5 1yN ) PN 57 ( hich Perma was en- 

valty of 109% for the first five year and 5% thereafter 
3(c)(1)) The record was unclear whether the parties 
that of tl le projected tor 19638 and 1969 would 


rket, or whe ther some portion thereot would be 


ial equipment manutacturers (the “OEM” market), for 


tract ? ) 1a rovalty of only 5 for the entire ten- 
»*K GOA, $3(c)(1)) Accordingly, the trial court re- 
nbiguity in favor of Singer, at 1 computed damages tor 
urs on the assumption tha half the sales would be made 


ovalty rate, ( Ip SO 


) { ' } rial sort ’ 
» 102, injra {f, however, the tria urt’s generous 


f the OEM royalty provision as part ol the measure of 


| 
nstrued as a finding that an OEM market existed, 


cons 


was not clearly erroneous, because the exisvence of the 


92 


Cases dealing with whether the fact of damage is ade- 


quately shown necessarily turn on their particular facts. 


Significantly, none of the six cases cited by Singer in sup- 
port of its contention that it should be relieved of all li 
ability by virtue of uncertainties resulting from its own 
inaction involved fact patterns at all similar to the case 
at bar. 


Neither Lowenschuss v. Kane, 520 F.2d 
1975) (S. Br. 46) nor James Wood General Trading Estab- 
lishment v. Coe, 297 F.2d 651 (2d Cir. 1961) (S. Br. 47, 
50) was a damage case at all. In Lowenschuss, this Court 
reversed the grant of summary judgment dismissing a class 
action against the maker of a non-consummated tender offer 
where the District Court had held that ‘‘the plaintiff class 
had suffered no damages cognizable» 'aw,’’ 520 F.2d 261. 
Since the issue arose on summary judgment and no evi 
dence had been offered to prove the nature of the damages 
alleged to hay > been ineurred, the case is not instructive on 
the issue of amounts to sufficient proof of the facet 


OEM market was separately shown. The parties contracted with 
reference to it ante litem motam (PX GOOA, $3(c)(ii)) and the 
provision for a lower royalty for sales in that market supports the 
inference that greater volume was contemplated there than in the 
afte .arket. Plaintiff, as the party prevailing below, is entitled to 
is iference The only facts on which onyer relies 
this inference are two exhibits not in evidence (DX 33 
DX 337 for id, cited in S. Br. 51, note*) and testimony which its 
witness Bechthold (Tr. 7755-36, 7740-46; DX 10 at 4, cited in S. Br 
51, note**) repudiated on cross-examination (Tr. 7840-46). Becht- 
hold admitted that at least one of the major auto manufacturers, 
Chrysler, was “not foreclosed” (Tr. 7732-33) to Perma in 1966. In 
the absence of evidence neyating the existence of the OEM market, 
Singer tries to undermine the trial court’s finding indirectly, by 
claiming that ‘Ford and Kelsey Hayes tested and evaluated the 
Perma device in 1966 and rejected it” (S. Br. 51). However, the 
device submitted to Ford and Kelsey-Hayes was not the Perma 
device, the patents to which were assigned to Singer, but Romel’s 
device, complete with transfer valve and restrictor valve, which 
Romel himself admitted was the cause of the unit's failure to func- 
tion in the test referred to, see DX 336 at 1. The 
the device under these circumstances thus prove 
incompetence of Singer’s chief engineer Rome! 


to overcome 
5 for id and 


“reiection” of 
no more than the 


bs 
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of damage in any event."* James Wood was also a no 
liability case in which the question of damages was heve! 
reached. A customer sued its broker for losses sustained 
as a result of the broker’s failure to sell certain securities 
on the customer’s behalf when the market price reached 
a specified level. This Court reversed a judgment in plain 
tiff’s favor on the ground that the customer’s instructions 
were discretionary, so that the broker had no contractual 
obligation to sell the shares and consequently was not in 
breach. Judge Medina’s statement that ‘‘the custome 
suffered no provable damage’’, in context, clearly mean- 
that there was no liability, despite the financial loss plain 
tiff obviously suffered as a matter of fact. 


In the four remaining cases cited by Singer, the fact 
of damage was in issue, but in none of them did the plain 
tiff make an evidentiary showing so substantial as that 
which supports the trial court’s finding; of damage here. 


Simon v. New It wen Board d&: Carton Co. 516 F.2d 
303 (2d Cir. 1975), was a derivative action under SEC 
Rule 10b-5, 17 C.UF.R. 4240.10b-5, in which plaintiffs claimed 
that the corporation’s shares had been undervalued in a 
merger, but failed to establish how such undervaluation 
harmed the corporation on whose behalf the action was 
brought, as distinguished from individual exchanging 
shareholders. In fac. plaintiff did not even establish the 
fact of undervaluation. Although Singer cites this case 
for its concise statement of black-letter principles of law 
which are not in dispute, 516 F.2d at 306, i's facts cast 
no light on the proper application of those principles here : 
what evidence is sufficient to show that a corporation 1s 
damaged by misrepresentations to its shareholders in con- 
necun with a merger has nothing to do with what evi 
dence is sufficient to show that a patent owner is damaged 


93. Interestingly, Singer cites to the portion of this Court's opin 
ion discussing the difficulties the class plaintiffs might have, on 
remand, proving Gamages on their cause of action under the Williams 
Act, 520 F.2d at 268-69, and ignores the discussion of damages on 
the claim for breach of contract. whi appeared to involve no 
uncertainty, id. at 267. 


by its assignee’s failure to develop and market the patented 
device. 


Broadway Photopley Co. v. World Film Corp., 225 N.Y. 
104, 121 N.E. 756 (1919) (S. Br. 46, 47), is one of the few 
cases relied on by Singer which discusses the nature of 
the evidence held insufficient to establish the fact of dam- 
age. A theater owner sued to recover lost profits for 
breach of a contract to supply first-run feature films. The 
Court of Appeals of New York, after a jury trial resulting 
in a judgment for plaintiff, ordered a new trial on the 
giound that certain of the evidence on which plaintiff re- 
lied to prove damages was not sufficiently comparable, 
and therefore should have been ex¢luded.”* Plaintiff was 
not, of course, foreclos.', upon remand, from offering 
competent evidence to prove the fact of damage. With 
espect to the nature of that evidence, Judge (as he then 
was) Cardozo noted 


‘Tt is true, of course, that the conditions of a busi- 
ness affect the possibilities of proof and thus the 
measure of recovery. No formula can be framed, re- 
gardless of experience, to tell us in advance when 
approximate certainty may be attained. The rule of 
damages must give true expression to the realities 
of life.’’ 

925 N.Y. at 108. The ineasure of damages applied by the 


District Court in this case did precisely that. 


In Freund v. Washington Square Press, Inc., 84 N.Y.2d 
379, 314 N.E. 2d 419, 357 N.Y.S.2d 857 (1974) (S. Br. 46), 


plaintiff did not even appeal the trial court’s denial of 


94. The proper measure of plaintiff's damage, the Court held, 
was the difference between receipts from “feature pictures of the first 
run and feature pictures of later runs,” 22° N.Y. at 108. Plaintiff 
had introduced evidence tending to show that feature films were more 
profitable than non-features, which was not in issue; the evidence it 
offered with respect to firs:-run features related to theaters in dif- 
ferent sections of the city, run under such different conditions of 
competition that the Court of Appeals found the comparison “mis- 
leading” for the jury, 225 N.Y. at 109-110. 
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recovery on his lost royalties theory; the opinion states 
only that plaintiff had failed to provide a ‘‘stable founda- 
tion for a reasonable estimate’’ of such royalties, 34 N.Y. 
2d at 861, without discussing whether he offered any 
evidence at all. 


Friedman v. Golden Arrow Films, Inc., 442 F.2d 1099 
(2d Cir. 1971) (S. Br. 47, 48, 49, 50), is the only case cited by 
Singer which involved the issue of the existence of a market. 
Plaintiff there sought to recover loss of prospective profits 


that would have been realized in a joint venture to dis 
tribute children’s films but it is impossible to determine 
from the opinion on appeal what evidence, if any, was | 
fore the trial court. The opinion states only that ‘‘it ap 
pears from the trial record that there is a serious doubt 
«. to whether there is presently, or will be in the immediate 
future, a definable market for children’s animated films,’’ 
442 F.2d at 1107, and remanded for, among other things, 
further findings on damages.” 


Singer points to no authority in which a defendant 
avoided liability ‘n the face of the kind of proof of damage 
which was before the trial court here. Perma met its bur 
den of proving the fact of damage by showing (1) the 
existence of a distributorship contract; (2) the opinion of 
a disinterested third party that market penetration would 
depend primarily on sales promotion effort; (3) defend 
ant’s own sales projections prepared in the ordinary course 
of business; (4) Perma’s earlier marketing experience; 
and (5) Singer’s willingness to make a substantial cash 
investment in order to enter the market. The trial court’ 
finding on this issue cannot be said to be ‘‘clearly er 


roneous.’’ 


95. In an opinion by Judge Levet, sitting by designation, thi 
Court did not even hold the trial court’s findings clearly erroneous 
rather, judgment was reversed because “|t|here are certain items 
of damages, awarded by the court below, with which this court does 
not agree,” 442 F.2d at 1106. That case according:y seems a rathiet 
slender precedent. 
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C. The District Court’s Determination of 
the Amount of Damages Was Based on 
Reasonable Criteria Correctly Applied. 


Singer next argues that the amount of damages awarded 
was excessive, attacking first the criteria applied by the 
District Court (S. Br. 51-59) and then the correctness of 
certain specific computations (id. 59-61). Neither argu- 
ment amounts to a showing that the court’s findings were 


», clearly erroneous.” 


1. The Criteria Applied Sy the District 
Court Were Reasonable. 


The criteria applied by the District Court were those 
established in Story Parchment Co. v. Paterson Parchment 
Paper Co., 282 U.S. 555, 563 (1931) (Op. 47), still the 
leading case on determining the measure of damages where 
the precise amount of plaintiff’s loss cannot be calculated. 
The Supreme Court said: 


‘‘Where the tort itself is of such a nature as to preclude 
the ascertainment of the »mount of damages with cer- 
tainty, it would be a perversion of fundamental prin- 
ciples of justice to deny all relief to the injured per- 
son, and thereby relieve the wrongdoer from making 
any amend for his acts. In such case, while the dam- 
ages may not be determined by mere speculation or 
guess, it will be enough if the evidence show the ex- 
tent of the damages as a matter of just and reasonable 


96. Perma adduced evidence supporting a higher award and, 
although Perma is not pursuing its cross-appeal with respect to the 
“mount of damages, it should be noted that the court resolved sev- 
eral issues respecting the computation of damages in Singer's favor. 
For example, the court's calculations (Op. 57-5: ° were limited to 
a 10-year period from December 21, 1964, whereas Perma urged 
that the appropriate period for measuring lost royalties from aiter- 
market sales commenced in 1966. In addition, as discussed else- 
where, note 92, supra and p. 102, infra, the court applied the lower 
OEM royalty provision to some of the sales projected by Kloby, 
although the inference is more probable that the parties were con- 
templating sales in the aftermarket, which would have resulted in 
larger royalties to Perma. 
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inference, although the result be only approxtmate. 
The wrongdoer is not entitled to complain that they 
cannot be measured with the exactness and precision 
that would be possible if the case, which he alone is 


responsible for making, were otherwise. 


The trial court found that the best basis for computing 
Perma’s damages was that on which Singer itself had 
relied when it determined to assume responsibility for 
marketing the device (Op. 51), namely the sales projee- 
tions prepared by its own market expert, Kloby, in Octo- 
ber, 1964 (Op. 53; DX 191; Tr. 6075). After considering 
various alternative criteria suggested by the parties (Op. 
47-50), the court concluded that the ‘‘Kloby figures,”’ in 
light of the purpose for which they were prepared and 
other contemporancous evidence substantiating them, pro- 
vided reasonable criteria for measuring damages (Op. 51- 


53). The record amply supports this finding. 


Singer’s reliance on the Kloby figures was supported 
both by his expertise and by contemporaneous independent 
substantiation of his conclusions. Kloby had extensive ex- 
perience in market analysis. He joined Singer’s Market- 
ing Division in 1954 and possessed a Master’s Degree in 
Business Administration, having majored in marketing (Tr. 
5994-95). Moreover, he had been performing market anal- 
ysis of new areas for Singer diversification since 1999 
(Tr. 5995-97). By October, 1964, when he prepared his 
projections, Kloby had been studying the Perma device and 
considering the market for anti-skid devices for some nine 
months (see Tr. 5998). In making the projections, he con- 
sidered factors which included then current passenger car 
registrations, annual new car production, the estimated 
size of the Canadian market, the endorsement of anti-.kid 


97. Although Justice Sutherland, in the antitrust context, spoke 
of torts, the teaching of this case is equally applicxble to contract 
actions under the law of New York and has been so applied, see, 
e.g., Autowest Inc. v. Peugeot. Inc., 434 F.2d 556, 565 (2d Cir. 1970) 
(p. 98, infra) ; For Children, Inc. v. Graphics International, Inc., 352 
F. Supp. 1280, 1284 (S.D.N.Y. 1972) (p. 86, supra); Spite v 
Lesser, 302 N.Y. 490, 493, 99 N.E. 2d 540 (1951) (p. 99, infra). 


control by safety councils and insurance company associa- 


tions, evidence of in‘erest shown by fleets an’ government 
agencies, existing distributor contracis and sales to date 
(DX 191 at 6). Independent substantiation for Kloby’s 
projections was provided by the Hill Report, which as eed 
that ‘‘[p]rospects are indicated for a sales volume on the 
order of 160 thousand units during the nost two years, 
depending on sales effort’’ (PX 57 at 3), and by Singer’s 
distributor, Monitor Enterprises, which accepted Kloby’s 
projection of 50,000 units in the first year as the basis for 
the minimum sales it was willing to guarantee (PX 64, 
$7 at 5). 


The trial court’s reliance on the Kloby figures is in turn 
supported by the fact that they ‘‘were accorded sufficient 
weight by the defendant to form a basis upon which Singer 
decided to take over marketing of the device.’’ (Op. 51). 
In other word ho best indication of the reliability of 
Kloby’s projections was that his superiors were willing to 
base their own recommei. lations that Singer take the risks 
involved in, and mske the investment required by, the 
December contract squarely on Kloby’s analysis of the 
potential benefit (DX 191 at 1 and PX 59, the Morris and 
Hough recommendations referred to in Op. 53). In addition 
Torello, a mem: > of the corporate controller’s staff, used 
them as the basis ¢or fiis report to the corporate controller, 
including ths in pro forma income figures he prepared 
in analyzin» the financial asnects of the proposed Perna 
acquisition (Tr. 1790-91; PX 120). 


In light of this evidence, the District Court found taat 
the Kleby projections possessed the ‘indicia of reliability’? 
recognized by this Court as sufficient in Autowest, lnc. v. 
Peugeot, Jv«., 484 F.2d 556, 566 (2d Cir. 1970) (Op. 52). 
in that case, an automobile distributor sued a manufac- 
turer for wrongful termination of a distribution franchise, 
and the jury awarded damages for lost profits based on 
sales and income projections prepared by plaintiff’s presi- 
dent and cantroller, 434 F.2d at 564-66. Although the Court 
, 434 F.2d at 


of Apneals considered this evidence ‘‘weak’’ 
566, it held it properly admitted because 
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“These projections were no mere ‘interested gs’ 
prepared with an ve on litigation. Instead, they Wers 
the product of deliberation by experienced business- 
men charting their future course .... The projections 
were used to arrive at the conclusion to proceed, and 
they acted upon it.”’ 


[bid. Here, where the projections in evidence were pre- 
pared and relied on by the de/endant’s executives, this rea- 
soning applies a fortiori. 


By contrast, none of the cases cited by Singer for the 
proposition that the Kloby figures were an improper eri- 
terion for measuring damages involved a remotely » imilar 
fact situation. In Spitz v. Lesser, 302 N.Y. 490, 99 1). E.2d 
540 (1951), modifying 277 App. Div. 415, 100 N.Y.S.2d 508 
(1st Dept. 1950) (S. Br. 52), the Court of Appeals of New 
York redified a judgment in the amount of six cents for 
breach of a contract to manufacture a toy carousel, and 
awarded damages based on the minimum royalty provision 
of the contract, a tandard which the lower court had re- 
jected, 277 App. Div. 415, 100 N.Y.S.2d 598. Although 
Singer apparently reads this case as supporting the idea 
that prospective royalties cannot be awarded in the absence 
of such a provision, the opinioa of the Court of Appeals 
contradicts this reading: 


‘‘Sinee it is detendant’s own wrong which has ren- 
dered it impossible for plaintiff to prove his damages 
with more certainty, he cannot complain of the alleged 
uncertainty. 


* * » 


‘¢*The most elementary conceptions of justice and pub- 


lie policy require that the wrongdoer shall bear the rist: 
of the uncertainty which his own wrong has cre- 


aten. oo 


at 494, quoting Bigel v. RKO Radio Pictures, 

1S. 251. 264-65 (1946). This view is also expressed in 

the dissenting opinion in the Appellate Division, 100 N.Y.S.2d at 
560-561. 
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In all of the other cases relied on by Singer, plaintiffs 
either offered no proof of damages at all”® or relied on 
evidence of sales of products or services not sufficiently 
comparable to the one in issue to provide a reasonable basis 
of calculation.’ 


Singer seeks to apply this line of cases to the very dis- 
similar facts here presented by yet another repetition of 
its all-purpose claim that it equid only nave marketed 
‘‘reinvented”’ or ‘‘redesigned’’ device, 8S. Br. 46, 55-56. The 
engineering work remaining to be done as of December, 
1964, before the device was ready for market did not 
amount to ‘‘redesign,’’ as we have explained in detail, pp. 
21-22, 24-25, supra. Singer’s suggestion that the installa- 
tion of a simple time-delay switch such as that used by 
ma, ¢ automotive manufacturers (pp. 21-22, supra) or an 


inercase in the pressure capacity of the Perma-Vae con:po- 
nent (Op. . 23; pp. 24, 26, 42, supra) would have made any 


99. Freund v. Washington Square Press, Inc., 34 N.Y.2d 379, 
382, 314 N.E.2d 419, 357 N.Y.S.2d 857. 859 (1974) (S. Br. 52- 
53): Hewlett v. Caplin, 275 App. Div. 797, 88 N.Y.S.2d 428 (1st 
Dep’t 1949), aff'd, 301 N.Y. 591, 93 N.E.2d 492 (1950) (mem.) 
(S. Br. 53-54), where the reference to the lack of proof appears in th 
sentence immediately preceding that quoted at S. Br. 54. In Freund, 
an author sued for breach of a contac’ to publish a book, and at 
trial relied on three alternative theories of damages, including loss 
of royalties, the denial of which was not appealed from, 34 N.Y.2d 
at 382, 357 N.Y.S.2d at 859, discussed above, pp. 94-95, 


100. Gruber v. S-M News Co., 126 F.Supp. 442, 445-46 (S.D. 
N.Y. 1954) (S. Br. 52, 55) (past experience with respect to jigsaw 
puzzles and cleaning fluid not a reasonable basis for measuring dam- 
ages for breach of contract to distribute Christmas cards) ; Broadway 
Photoplay Co. v. World Film Corp., 225 N.Y. 104, 108-09, 121 
N.E. 756 (1919) (S. Br. 52) (discussed above, p. 94); Herman 
Schwabe, Inc. v. United Shoe Machinery Corp., 297 F.2d 906, 912 
(2d Cir.), cert. denied, 369 U.S. 865 (1962) (S. Br. 55) (sales of 
machines in non-shoe market improper measure of plaintiff's dam- 
ages fl ving from defendant’s monopoly of shoe market, especially 
where evidence offered was in form likely to mislead jury); K & R 
Film Co. v. Frady, 104 Misc. 667, i72 N.Y.S. 268 (App. T. 1st 
Dep’t, 1918) (S. Br. 55) (evidence of receipts from showing de- 
fendant’s film at non-comparable theaters under different conditions 
not a proper measure of plaintiff's damages for breach of contract 
to supply film). 
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material difference in the number of sales that could have 
been reasonably anticipated amounts to no more than grasp- 
ing at straws. 


Singer’s variation on this theme, the argument that the 
engineering changes it failed to make would have affected 
either the cost or the price of the device (S. Br. 56), is 
equally specious. Cost of goods sold is irrelevant to dam- 
ages here, since Perma’s royalties were based not on 
Singer’s profits but on the factory invoice price,” which the 
parties fixed at $51.00 


If, then, as Singer insists, ‘‘[a]ll that ean safely be 
assumed about costs and selling price of the redesigned 
device is that they would have been higher than those of 
the 1964 device’’ (S. Br. 56, emphasis added), the applica- 
tion of the royalty percentage prescribed by the contract 
to such higher selling prices weld only have resulted in 
higher royalties to Perma, and a higher amount of damages 
flowing from Singer’s breach. If the District Court erred 
in failing to hypothesize a higher selling price of which 
Singer offered no evidence, the error was in Singer’s favor. 


Singer’s final attack on the Kloby figures as a basis for 
measuring Perma’s damages is the pretense that his pro- 
jections have been ‘‘contradicted’’ by subsequent events (S. 
Br. 57-59). This argument is itself contradicte * by the 
record. 


“The fact that none of the superior [electronic] devices 
has ever been sold in the aftermarket”’ is first said by Sing 


er to ‘‘demonstrate’”’ the ‘‘invalidity’’ of Kloby’s projec- 


101. PX 60A, $3(c)(i)C, D at 5. In any event, the only evi 
dence in the record as to the cost of the minor n odifications to the 
hardware is to the concrary. For example, the cost of 50,000 Perma- 
Vac units would have been only $71,000, a all portion of the 1.4 
million cost of 50,000 complete anti-skid devices (se DX 603 at 2; 
PX 59 at 2; note 46, p. 42, supra). Therefore, even if it had been 
necessary to replace the entire component, the cost would have been 
negligible. Singer's suggestion that implementation of the Goor pro- 
gram would have increased its cost of goods sold (S. Br. 56) is 
specious, since the estimated cost of Goor’s recommendations did not 
differ substantially from either Singer’s own cost projections or the 
amount it actually spent before abandoning the device, see note 25 


at p. 23, supra. 
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tions (S. Br. 57). The manufacturers of the electronic de- 
vices, however, have never made any effort to penetrate 
this marke:. Whatever their business reasons for concen- 
trating on the OEM market, their absence from the after- 
market supports, rather than diminishes, the iutegritv of 
Kloby’s projections, since Perma would have bencuted 
from the lack of competition. 


Singer’s attack on the Kloby projections as inapplicable 
to sales in the OEM market (S. Br. 57-58) is misplaced, 
since the trial court did not use them as a basis for estimat- 
ing lost royalties attributable to ORM market sales. Rath- 
er, because the rate of royalties applicable to such sales 
was /ower than that prescribed for aftermarket sales, the 
covrt gave Singer the benefit of the assumption—to which 
it probably was not entitled—that Singer would have made 
at least some of its sales in that market which would have 
produced smaller payments to Perma, If that assumption 
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was erroneous, the error was in Singer’s favor. 


Nor was it error, as Singer contends (S. Br. 56) to use 
sales projections covering a five-year period to measure the 
damages flowing from breach of a ten-year contract. The 
willingness of Singer’s executives to assume the obligations 
of a ten-year contract on the basis of projected sales for the 
first five years supports the inference that the second half 
of the period was expected to be, at the very least, no less 


favorable. Any uncertainty in this respect is clearly one 
that should be borne by the wrongdoer, Story Parchment 
Co. v. Paterson Parchment Paper Co., 282 U.S. 555, 563 
(1931); accord, Zenith Radio Corp. v. Hazeltine Research, 


102. The trial court's allocation oi half the 1968 and 1969 sales 
to the less profitable ORM market resulted in calculations of lost 
revenues of $807,773.81 in 1968 and $838,467.43 in 1969, based on 
projected sales of 210,907 and 218,921 units, respectively, at the 
“compromise” royalty of 72%, Op 57, 56. If Singer is correct thai 
none of its expert’s projections should have been allocated to the 
OEM, then the 10% royalty rate should have been applied. If all 
the sales projected for 1968 and 1969 must be considered aftermarket 
sales, Perma lost royalties of $1,075,625.70 in 1968 and $1,1 16,497.10 
in 1969 (210,907 and 218,921 x 10% of invoice price), and the 


total damage award should have been $5,879,305.50, plus interest. 
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Inc., 395 U.S. 100, 123-24 (1969); Bigelow v. RKO Radio 
Pictures, Inc., 327 U.S. 251, 264-65 (1946); Autowest, Inc. 
v. Peugeot, Inc., 434 F.2d 556, 565 (2d Cir. 1970); For Chil- 
dren, Inc. v. Graphics International, Inc., 352 F.Supp. 1280, 
1284 (S.D.N.Y. 1972) ; Spitz v. Lesser, 302 N.Y. 490, 99 N.E. 
2d 540 (1951) .!% 


2. Singers Attucks on the District Court’s 
Computations Are Without Merit. 


Singer launches its fifteen-page argument on damages 
from the pos‘tion that no damages at all should have been 
awer .ed, retreats through various alternatives of dimin- 
ish»..s materiality, and contents itself to conclude with the 
speculation that the invoice price on which Perma’s royal- 
ties were based might have been reduced from $51.00 to 
$48.50—approximately 5%—during the term of the con- 
tract. Singer attacks five separate components of the Dis- 
trict Court’s computations (S. Br. 59-61); none of these 


\ 


arguments is supported by the record. 


First, Singer’s argument that the award of damages 
should be reduced by the portion of lost royalties for 1968 
and 1969 computed at the OEM rate, repeated for the third 


103. The two elderly cases relied on by Singer (S. Br. 56) do 
not require a contrary result. In Jsaac H. Blanchard Co. v. Rome 
Metallic Bedstead Co., 184 App. Div. 187, 171 N.Y.S. 890 (1st Dep't 
1918), the Appellate Division affirmed dismissal of a cause of action 
for breach of a provision of a lease which purported to require a 
landlord to purchase its electric power requirements from a tenant 
The lower court found the iease provision too indefinite to amount 
to a contract, 171 N.Y.S. at 893. It does not appear that either 
party offered any evidence whatever of what the parties contemplated 
the profits, if any, from the venture would be, for anv portion of the 
20-year termi. Walter Jeniter, Inc. v. Baker, 229 App. Div. 679, 243 
N.Y.S. 173 (1st Dep’t 1930), held only that a plaintiff seeking to 
recover lost profits on the basis of past earnings figures must show 
that business conditions continued the same after termination of the 
contract. Here, when Singer entered a ten-year contract on the basis 
of Kloby’s five-year projections, itSsexecutives were obviously satis- 
fied that the assumptions Kloby used were applicable to the entire 
term, and the court did take prospective changes in business condi- 
tions over the entire term into account, see Op. 56-57 (increased 
auto registration). 
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time at S. Br. 59, has already been discussed, pp. 96, 102, 
supra. 


Second, the suggestion that the court should not have 
taken market expansion into account because Kloby had al- 
ready done so (S. Br. 59) is based on a misreading of the 
Kloby memorandum. Although ‘‘annual new car produce 
tion’’ was one of a list of item. * 'y said he ‘‘considered”’ 
(DX 191 at 6), his figures do reflect any adjustment 
resulting from that considerati ut project constant sales 
of the anti-skid device during a period of increasing auto 


vistration.' 


Third, the suggestion that lost royalties should have 
yeen computed from April, 1966, instead of January because 
would have de- 
layed sales (S. Br. 59-60) overlooks Goor’s testimony that 


’ 


‘‘Goor’s 15 month development program’ 


all of the steps he recommended could have been completed 
in 12 months (Tr. 2541-: 2), i.e., by January, the date when 
the parties contemplated Singer would have the product 
ready for market (see p, 28, supra). The court, judging 
Goor’s credibility, was not required to reject this testimony, 
as Singer’s argument seems to assume. 


Fourth, 8: ~-r’s argument that Perma’s royalties were 
intended to be computed on a factory invoice price from 
which the federal excise tax had been deducted is supported 
only by references to self-serving internal communications 
(S. Br. 60). The actual contract between Perma and Singer, 
however, provides for the deduction of certain taxes only 
‘*to the extent included in such invoice price’’ (PX 60A, 
‘3(a)). There is no evidence in the record that the excise 
tax was in fact included is the $51.00 invoice price on which 
the court measured damages; the Monitor contract (PX 64) 
is ambiguous, and Singer made no attempt to resolve that 
ambiguity by offering actual invoices. It therefore cannot 
now complain that the ambiguity was construed in a man- 
ner it never attempted to rebut. 


104. Another of the factors Kloby considered in 1964 was “pas- 
senger car registrations—70 million,” DX 191 at 6, but by 1969 this 
figure had increased to 86.8 million, and by 1972 to 96.4 million, 
PX 140 at 2. 
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Singer’s last argument is that Perma’s lost royalties 
should have been computed on the assumption that the 
invoice price would have dropped from $51.00 to $48.50 
after a year (S. Br. 61). Singer’s citations, however, are 
to internal pro forma income statements the underlying as- 
sumptions of which are nowhere revealed in the record. 
The court was correct in declining to consider evidence of 
such a speculative and totally self-serving character. 


In summary, none of Singer’s arguments supports the 


conclusion that the trial court’s award of damages was 
clearly erroneous. 


Conclusion 
The Judgment Should Be Affirmed. 
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